rt 


Edited by 
Souribandhu Kar 


Digitized by srujanika@gmail.com 


THE ROOTS OF PRIVATISATION 


Edited by 
Souribandhu Kar 


Digitized by srujanika@gmail.com 


THE ROOTS OF PRIVATISATION 


First Edition 2003 


Edited by 
Souribandhu Kar 
General Secretary, 
All India Trade Union Congress, Orissa, India 


Publisher 
Gadya Prakasani 
Bhubaneswar 


Cover & Inner design : 


Bijaya kumar pradhan. 


Laser Typesetting : 
Sarala Graphics 
32/B, Nicco Park Road, Bhubaneswar-12 


' Printing 
Mohapatra printing Press, Bhubaneswar. 


Price : Rs 30.00 only 


Digitized by srujanika@gmail.com 


PREFACE 


The intellectual discourse surrounding -liberalisation, 
globalisation and privatisation has the characterstics 
of the Indian parable where in a dozen blind men are 
each feeling some part of an elephant-the tail, the trunk, 
the tusks, the legs, the ears, the back, the sides. Each 
thinks that he is feeling a different animal and when 
they report back on what they have felt, they describe 
very different animals. The real elephant never emerges 
in their analysis. 


To understand the underlying elephant it is necessary 
to examine the forces that are changing the very structure 
of the economic world in which we live. As we watch, 
the world's economic topography alters. National 
economies fade away. 


Capitalism and democracy now live ina unique period 
where effectively they have no viable competitors. It has 
been called the "end of history". Capitalism is a process 
of creative destruction whereby ‘dynamic’ new small 
companies are continually replacing old large ones. 


In India, people are feeling the heat of the disastrous 
economic policies that started in 1991. The they Prime 
Minister P V Narasimha Rao has sown the seeds of the 
New Economic Policy and the present government has 
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been pursuing it more vigorously. BALCO was sold. 
NALCO is in the pipeline. Rivers and airports are being 
privatised. Retrenchment is in full swing. 


What is true in sports is equally ture in economics. It 
one plays defence all of the time and is never on offense, 
one never wins. The old maxim ‘workers of all countries 
unite' is the need of the hour Workers, trade-union 
activists and NGOs should come forward to fight 
unltedly against the onslaught of the MNCs and their 
puppet governments in the world. 


One's office is one's cave. Just ordering people to give 
up their personal offices be it in government or private 
would cause a revolution in any country. .But why we 
are silent when thousands of our fellow workers are 
thrown out of jobs ? With globalisation, national 
governments loose many of their traditional levers of 
economic control. 


Columbus goes down in history as the world's greatest 
explorer. He succeeded because he made the effort to 
set sail in a direction never before taken despite a lot of 
resistance from those around him. With similar 
persistence and tenacity, workers have to fight for their 
Just rights. 


This booklet contains articles mainly on roots of 
privatisation, public services and private interests, 
WTOs and GATT, International Trade Agreements and 
Trade Unions. 


Editing this booklet has several purposes. To help trade 
unionists understand some of the issues; to enable trade 
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union leaders to run short seesions on public sector 
issues with their members; to provide material for union 
leaders writing speeches or informal material for wider 
audiences and for distribution to a range of interested 
people. 


Now there is debate on public sector The basic general 
question arises why the public sector has become an 
"Issue" in recent years, the development of the public 
sector and challenges thrown up by privatisation and 
public sector reforms. | 


The book "the roots of privatisation has looked at the 
full range of issues subject to neo-liberal policy 
prescription (including deregulation, labour markets, 
the social wage, taxation, trade and labour standards, 
the micro-economy, employment and unemployment etc. 


Simillarly, on the issue of WTO- the objectives of WTO 
do not include the improvement of working conditions 
for health workers. Nor does the WTO promote better 
Job security and involvement in social parternship for 
health workers and the organisation they are part of 


WTO rules and agreements are now sharply focussed 
on trade in the health sector The inevitable liberalisation 
of International Trade in health services will bring with 
it big challenges for trade-unions active in health sector. 
Some of the issues are outlined in this booklet. 


These topics in this booklet are relevant to public sector 
trade unions' struggles to modernise the state, to promote 
and defend public services and to defend public sector 
workers and their unions. Let our journey begin ! 
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[7] 


THE ROOTS OF PRIVATISATION 


Public sector reform, modernisation of the state, 
inviting the private sector to participate in public 
services, privatisation, public sector cutbacks...the list 
of changes, challenges and outright attacks, faced by 
public sector workers and the communities they serve 
is long and varied. Politicians and policy advisors, 
conscious of electoral or image advantage, will often 
explain the changes or the policies by some ‘obvious’ 
reasons. Sometimes these reasons are perfectly 
genuine- a state or a utility cannot continue to lose 
money or be badly managed for ever just because it 
serves ‘good ends’. But often the given reason for the 
change is not the real reason. Often, the agency or 
interest promoting the change is, not the one publicly 
explaining it. What is promised as the outcome of the 
change seems curiously unrelated to what actually 
happens. 

Why change ? 

So, what are the reasons for these changes; what 
actually happens? In addition to factors specific to 
particular countries or countries of particular types, 
there are four related groups of factors- which have 
been driving public sector change on an international 
scale. 
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[8] 
Globalisation 
Increasingly, economic relationships are not 
constrained by national boundaries. Globalisation and 
regional economic blocs have changed the’role of the 
national state. The lowering of barriers to commerce 
and capital flows across borders have also greatly 
changed the circumstances in which countries are 
developing infrastructure and public utility services. 

There were no transnational telecommunications 

companies able to mobilise massive amounts of capital 

and spearhead technological change a generation ago. 

Now a handful of such companies dominate the sector. 
Among the ways in which these trends have 

driven privatisation are that: | 
Transnational corporations (TNCs) want utilities 

like telecoms, energy and financial services to priorities 
provision of cheap, reliable, state-of-the-art services 
tailored to their crossborder needs rather than 
subsidising universally accessible services from 
profitable ones; 

m the more privatisation has spread, the more some 
economies of scale have shifted from the state to 
increasingly large, powerful and far-reaching 
TNCs dominating the utility and public service 
sectors internationally. They are able to subsidise 
their entry into new markets from (often 
monopoly) profits in established ones; 

ms banks and other financial institutions owed 
money by indebted states have sought to obtain 
public assets in lieu of debts and to open up new 
investment opportunities through privatisation ; 
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[9] 
=m the pressure of global competition for markets and 
capital is driving national states to cut spending, 
in order to reduce taxes and interest rates and in 
other ways create an environment more likely to 
attract foreign investment and reverse capital 
flight; 
=m the demands of convergence among member 
states of regional economic blocs - such as the 
European Union conditions for a single currency 
- typically demand reductions in public spending 
deficits and state debts. 
Changes in technology & technique 
The extraordinary development of technology in 
recent years, especially in the closely related computer 
and communications fields, has helped to drive (and 
been in turn driven by) globalisalion. It has also 
influenced changes in the relationships among the 
public sector, the economy and society and in the 
structures and processes of employing organisations, 
public and private. 
Ways in which it has done this include: 
mw greatly extending the boundanes of what can be 
done and changing expectations about what 
services can and should be delivered. Advances 
in medical technology and technique have, for 
example, added to budgetary pressures on health 
care by rapidly extending the range and efficacy 
of available treatments and life expectancy. This 
in tum has fuelled debate about the distinction 
between some medical interventions (such as 
preventative medicine) seen as basic and essential 
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[10 ] 
‘public goods’, and others, such as ‘cosmetic’ 
surgery, seen as inessential ‘private goods’; 

w contributing to changing expectations about how 
services should be delivered, with ‘consumers’ or 
‘users’ expecting more control and choice, greater 
flexibility and speedier responses; 

=m challenging previously understood assumptions 
about what constitutes a ‘natural monopoly’. For 
example, competition between rival providers of 
cellular telephone services has cut into the 
previous status of telecommunications as a 
natural monopoly. 

= facilitating organisational reform and new 
methods of work, such as ‘unbundling’ of 


functions, decentralisation, ‘telework’, 
contracting out of ‘non-core’ activities and 
flexibility. 


= creating conditions for rapidly rising labour 
productivity, causing pressure for public sector job 
cuts and contributing to the phenomenon of 
‘Jobless growth’, and ‘structural unemployment’, 
which have increased the burden on Social 
secunty/insurance funds and challenged the 
assumption that growth automatically provides 
employment. 

=m changing the nature of the labour market and 
increasing the range and quality of skills required 
to produce high quality services efficiently. 

Public sector problems 

Accentuated and in part driven by globalisation 

and technological change’, states and public sectors 

have faced a number of internal pressures which have 
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pushed them towards privatisation and 
commerciat. sation. These have included problems of 


resources: pressure to cut debts and deficits, 
combined with political decisions to reduce taxes, 
have squeezed the resources available for 
investing in the future of state-owned enterprises 
and public services and especially their capacity 
to update technology and technique; 

efficiency: partly as a result of lack of investment 
and revenue but also for reasons associated with 
the historic structure and methods of public sector 
organisations, some parts of the public sector 
have not made the most efficient use of scarce 
resources; 

effectiveness: for the same reasons, some parts of 
the public sector in all countries, and all in some, 
have not achieved their stated objectives 
effectively, which has produced popular 
dissatisfaction and demands for higher quality; 
parasitism: in some countries, public sector 
organisations have been systematically abused by 
ruling cliques for private gain and. political 
patronage; cormruption has been endemic; 
demography: especially where the elderly or 
children represent a growing proportion of the 
population, demand for public services has been 
growing while the proportion of people financing 
it through taxed income has been falling. 
These problems have combined with each other 


and with other problems arising from globalisation and 
other trends - in ways varying from country to country. 
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[12] 
In many, particularly poorer countnes, governments 
have been ‘persuaded’ to reduce the demands of some 
state-owned enterprises on the public purse by selling 
them off or liquidating them in order to release state 
resources for the development of public services. It is 
far from clear, however, to what extent the proceeds 
have actually been invested in public services. It is clear 
that in many cases it has been used instead for debt 
service and repayment. - 

Ideological pressure 

The trends already mentioned contnbuted in the 
late 1970s and throughout the 1980s to the growth in 
influence of a diverse body of economic and political 
ideology broadly classified as ‘neo-liberalism’ and 
characterised by a dogmatic view about the relative 
merits of the private and public sectors, the respective 
roles of the state and market forces and the infallibility 
- at all times in all places - of classical economic 
theories. 

This ideological revival corresponded to the 
changing interests of transnational capital and claimed 
to offer answers to problems of economic development 
and the public sector. The general message of neo- 
liberalism is that private is good, public is bad, and 
market forces are good, state regulation bad. Its main 
themes - which have found a greater resonance in states 
which have most demonstrated their potential for 
oppression and incompetence - have been: 
=m the market always allocates resources where they 

are most needed; 
= private ownership always ensures incentives to 
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maximise efficiency ; 
=m private management is intrinsically more efficient 

than public management; 

w public investment ‘crowds out’ private 
investment; 

= people will pay for what they need and do not 
need what they cannot pay for; 

= the state should police the effects of inequality but 
not deal with its causes; 

= Collective provision and action are the enemies of 
individual liberty; 

= rational human behaviour puts individual self- 
interest above other motives; 

= competition is a sufficient defence against self- 
interest harming others; 

=m Collective provision of welfare services promotes 
a ‘dependency' culture’. 

The history of privatisation 

There are examples of state-owned companies 
being transferred to private ownership, in part or in 
whole, as far back as the 1950s. At that stage - before 
the term ‘privatisation’ was even in the dictionaries - 
it was not part of an international political agenda. 
Public authorities in mixed economies have always 
provided some services directly and others through 
contractors, and charged for some services while 
providing others free at the point of use. 

In recent years, however, according to Sunita 
Kikeri of the world Bank, ‘privatisation has swept the 
globe, to the point where it is hard to name a country 
that is not contemplating or engaged in privatisation’. 
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For this, the World Bank itself, and its sister 
organisation, the International Monetary Fund (IMF), 
are in no small part responsible, along with legions of 
privatisation consultants, drawn mainly from 
intermational merchant banks and accountancy firms 
schooled in the neo-liberal approach. 

The major spur to the international spread of 
privatisation especially to so-called ‘developing’ and 
‘less developed’ countnes of Africa, Asia and Latin 
America - came with the World Bank's Structural 
Adjustment Programmes (SAPs) and IMF stabilisation 
programmes in the 1980s. According to Davision 
Budhoo, resigned as a senior manager at the IMF in 
1989 after some 12 years of employment by the 
institutions: 

President Reagan effectively told us to go out and 
make the Third World a new bastion of free wheeling 
capitalism, and how we responded with joy and with 
a sense of mission! ... Everything we did from 1983 
onward was based on our new sense of mission to have 
the south privatised’ or die; towards this end we 
ignominiously created economic bedlam in Latin 
America and Africa in 1983-88. At first, said Budhoo, 
the pressure took a general form. Later, ‘ however, the 
Bank and IMF decided: 

Let us remove all elements of recipient discretion 
from our programs. Let us state explicitly and 
unequivocally what the Third World blighters must be 
made to do, and when and how they must be made to 
do it... Let us give the countries of the South specific 
things lo do in specific months, and even during 
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specific weeks of specific months. Let us finally put a 
particular cut-off point for completing our task of 
effecting Reaganomics and Thatcheromics in the 
South." 

There is, however, agreement, in some of the 
countries concerned, that privatisation in some non- 
strategic and industrial, agricultural and service sectors 
can make a positive contribution to economic 
development and tackling the state’s resources 
problems. For example, Costa Rica’s former planning 
minister Otton Solis, has commented: 

My proposal has always been to invest in the 
quality of the factors of production, science and 
technology, health ` and education, agricultural 
modernisation, and to improve the quality of the factors 
of production before placing the economy to compete 
in the world market. How to finance that investment? 
It is there that I agree with a drastic restructuring of 
our state, our public sector, which implies including 
Some privatisation, not out of ideology because the 
state is bad, but in the context of a massive 
reorientation of the state investments and expenditures 
towards science and technology - in direct research and 
subsidies, like in Japan, Korea, Taiwan. 

Research and development, health and education 
and agricultural modernization also need a lot of 
public investment. So I dont know if the state at the 
end will be larger or smaller, but I want it to be more 
efficient and concentrated in these things. I would sell 
ferliliser. cement, alcohol and insurance in that 
structural adjustment. We have wealth, thanks to the 
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investments of the past. It is a matter of rechanneling 
them into the new investments. There is a problem 
because some people in Costa Rica don't want to 
privatise anything. But it is a matter of explaining the 
issues. There are some people who are very 
conservative in both parties including people who see 
themselves as very socialist. You have two dogmas - 
the ones who don 't want to touch the state and ones who 
want to privatise because of dogma. I want to privatise 
for reorientation - we need flexible minds. 

However, the privatisation drive has by no means 
been limited to those sectors. Today privatisation is 
occuming with increasing frequency in utilities and 
infrastructure, where it is much more contentious 
because of the strategic economic and social roles of 
those sectors. This has been not a spontaneous 
development but the result of a co-ordinated campaign, 
and its relationship with globalisation has been 
expressed by a spokeswoman for the United States 
Agency for International Development, who has said: 

Industries such as telecommunications, finance 
and energy are being restructured to respond to the 
needs of an integrated world economy. The global 
structure of these industries demands their 
participation in the privatisation process. 

(Hennetta Hoisman Fore, USAID official in 
charge of privatisation. 1991) 

That process has been fuelled also by the scale 
of the investment needed in services such as 
telecommunications, energy, water and transport at a 
time of growing pressure on public finance. 
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Privatisation is also reaching increasingly into core 
public services, such as health care and education, in 
which spending cuts have been a prominent feature of 
most SAPs as well as an inevitable consequence of IMF 
financial squeezes. 
The effect of privatisation on employment and pay 

Even where weakening trade umionism and 
cutting jobs, pay and conditions have not been explicit 
objectives of privatisation or public sector 
commercialisation, workers and their organisations 
have often, although not always, been adversely 
affected, 

It is difficult to generalise about the impact on 
jobs, partly because it has varied greatly and partly 
because distinguishing privatisation’s impact from that 
of related structural adjustment measures is seldom 
possible. In many cases, employment-protection 
guarantees won by umions have delayed job cuts, so that 
figure for the years immediately following privatisation 
can be misleading. In others, restructuring ahead of 
privatisation, often in a corporatisation phase, has 
meant that retrenchments have preceded rather than 
followed privatisation. 

Further complicating the picture 1s the fact that in 
some cases employment levels in particular privatised 
enterprises have not been affected at all or have 
increased, and in some of those cases the impact on 
employment has been felt by other enterprises. For 
instance, some bus companies in the United Kingdom 
have grown rapidly, and even internationalised, since 
privatisation and deregulation. They have done so, 
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however, by putting others out of business, so that the 
overall employment figure in the same sector has fallen. 


However, many jobs have undoubtedly been lost 


in the course of privatisation, particularly in the former 
communist countries. Some specific examples give a 
flavour of the scale of the problem: 


70,000 local government jobs have been lost in 
the United Kingdom as a result of contracting-out 
and competitive tendering; 

Argentine unions estimate that 200,000 jobs have 
been lost as a result of privatisation ; 

the International Labour Orgamisation (ILO) 
reckons that 1.5 million workers (equivalent to 20 
per cent of the urban labour force) were 
retrenched from state enterprises and the civil 
service over a five-year period in Viet Nam; 
one heavy engineering plant in Russia reduced 
employment. from 70,000 to 20,000 in the three 
years after privatisation; 

a Czech government survey of 572 privatised 
companies showed a ‘significant decline in 
employment’; 

a Polish government survey of 130 companies 
privatised by leveraged buy-out revealed that 
average employment fell by 15 % in the first year 
and by 25 % over the first two years. 
Undoubtedly, one of the factors which has 


affected the out come of privatisation for jobs and terms 
of employment has been the effectiveness or otherwise 
of trade union responses, which emphasises the 
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importance of unions carefully and realistically 
identifying their objectives, strategy and tactics. 

To generalise about the impact of privatisation on 
pay levels is even more hazardous than about jobs. In 
many cases severe reductions in employment has 
financed (and been the price of) pay increases for those 
remaining. In many others the climate of growing 
unemployment has been the more significant factor in 
reducing wages. In some fast-growing sectors in fast- 
growing economies - such as in Malaysia’s electricity 
sector - job protection has been accompanied by 
improvements in pay and conditions. 

However, new owners of privatised enterprises 
often enforce change in the pay systems built up by 
union negotiation and action under state ownership, 
especially by getting rid of company-wide agreements 
or withdrawing from national bargaining. In Bulgaria, 
for example, a government survey found that: 

The common tendency was to change the relative 
share of, or abolish, payment by the hour and replace 
it with piecework or a payment-by-results system. In 
view of the size and characteristics of most of the 
privatized enterprises, the relative extension of the 
piece rate system of labour remuneration is often 
combined with internal economic differentiation of 
separate structural units and occasionally even specific 
posts. 

In many countnes, contracting-out of public’ 
service provision has tended to have a particularly 
harsh affect on pay levels; indeed, cutting the pay bill 
has often been the main objective of contracting-out. 
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[ 20 ] 
Privatisation and economic and social welfare 

The Organisation for Economic Co-operation and 
Development (OECD) surveyed the role of the public 
sector in the overall economy of OECD countries from 
1960-1982 and concluded: ‘There is no relationship 
between public sector size and economic performance 
as reflected in GDP growth rates, or between public 
sector growth and inflation rates.’ 

In the 12 years 1974-1986, the wo OECD nations 
to perform best as measured by annual GDP growth 
were Japan and Norway at around 4 % per year each. 
Respectively, their government spending as a 
proportion of GDP was 32 % and 51 %. The two ‘worst’ 
performers, with respective growth rates of 0.9% per 
annum and 1.1 % per annum, were Switzerland and the 
Netherlands, and their respective government- 
spending :GDP proportions were 30 % and 56 %. So, 
whatever else explained the differences in those 
countries’ economic performance, it would not appear 
that they are explained by the size of the public sector 
relative to the economy as a whole. 

Among international authorities on the subject, 
only the World Bank still claims that private ownership 
and management are intrinsically more efficient. The 
more mainstream view among economists is that the 
external environment (whether or not there is 
competition, for example) and internal regime (quality 
of management, for example) both have great bearing 
on performance; whether an organisation is owned 
publicly or privately does not. 

The United Nations Conference on Trade and 
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Development (UNCTAD) looked at the assessments 
made by several member governments of a number of 
privatisation projects in their countries. 

These benefits have been achieved most in high 
or middle income countries, sometimes at some social 
costs; and the efficiency gains such as lower consumer 
prices may have been due as much to the strengthening 
of competition, included that induced by privatization, 
as to ownership change itself Further, in some low- 
income countries, privatization has been marked by the 
poor performance of the privatized companies, 
resulting in a loss of fiscal revenue and of jobs (as in 
Niger). Moreover, while privatisation has broadened 
the base of share ownership ina number of countries... 
more research is needed on the income distribution 
effects. 

One of the most rigorous research programmes 
into privatisation’s effects was carried out at Oxford 
University in England, by a team led by former World 
Bank economist Percy Mistry, who concluded that ‘the 
somewhat ambitious claims made for privatisation need 
to be scaled down’ and that it could even be ‘counter- 
productive, especially in smaller developing countnes’. 
Mistry described himself as a supporter of private 
enterprise. Even stauncher supporters of widespread 
privatisation acknowledge that it is hazardous to 
generalise, as the World Bank tends to do, about the 
effects on economic and social welfare. 

For example, Boston University’s Professor 
Leroy Jones, who led the research team which provided 
the raw material for the World Bank’s report Lessons 
of Privatization (which generalised wildly on the basis 
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of his team’s findings), has produced a catalogue of 
examples where privatisation has led to workers, 
consumers and society as a whole being plundered. 
Giving some examples during a presentation at an 
OECD conference, he said that his list of failures ‘could 
be extended indefinitely, but hopefully it suffices to 
make three points’: 

First, it is possible for privatization to reduce 
welfare globally, or at least for some important 
stakeholders. Second, this potential is not confined to 
monopoly output markets, but also can occur when 
there are imperfections in input markets (capital and 
labour) or most importantly, in the market for 
discretionarily granted government privileges (tariffs, 
quotas, licensing of competitors, access to underpriced 
credit, etc.) Third, such allegations, even if unproven 
or untrue, lend powerful support to opponents of 
privatization. In general, the fear is that privatization 
will benefit buyers of the firm at the expense of 
consumers, workers and those who gain from high 
input prices (Suppliers) or other forms of inefficiency 
(bureaucrats controlling the enterprise). 

Jones’ remarks underline the fact that, contrary to 
neo-liberal orthodoxy, competitive pressures do not 
necessanily promote economic welfare any more than 
privatisation does. 

Other evidence shows that regulation of 
privatised utilities is also no guarantee against abuse. 
In the case of water privatisation in the UK, for 
example, services have failed to improve or have got 
worse. Prices have risen much faster than inflation and 
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executives of privatised companies have enriched 
themselves to an extent that has become a national 
scandal. 

In Argentina, when a major road was privatised, 
food prices were driven up and agricultural viability 
undermined after farmers found they had to stop eight 
times and pay US$78 in tolls over a 900 Km route to 
take their produce to market, although all the private 
concessionaries did in return was pull up weeds on the 
roadside. A report in the Miami Herald added that 
‘other routes have seen even more startling abuses’. 

The social impact of other forms of privatisation, 
such as contracting-out, cuts in services and new or 
higher user charges, has also often been catastrophic, 
especially for the poor. Increasing user fees in health 
care is promoted by the World Bank - which spends 
nearly twice as much on health-related projects each 
year as the World Health Organisation does - on the 
grounds that fees stop people seeking medical attention 
they do not need. But a study in Zaire found it was 
expectant mothers, under-fives and people on the 
lowest incomes who stopped going to the doctor when 
fees were raised. Similar effects have been recorded in 
a number of other African countnes. 

The health care sector also offers a consistent 
example of public provision being more cost-effective 
than private. The United States spends far more of its 
GDP than other OECD countries on health care - at 
around 12 % of GDP, about double the proportion of the 
United Kingdom, for example - but relies much more on 
private provision than other OECD countnes do. 
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Concentration of wealth and power 

Perhaps the greatest long-term menace to 
economic and social welfare, and to economic and 
political democracy, arising from privatisation is its 
contribution to the concentration of wealth and power. 
The United actions Development Programme (UNDP), 
in its 1993 Human Development Report, described the 
results in the poorest countries as ‘more of a garage sale 
to favoured individuals and groups than a part of a 
coherent strategy to encourage private investment’. 

In less poor countries too, the already rich and 
powerful have been the major beneficiaries. In Mexico, 
the 37 businessmen who already owned between them 
about a quarter of the country’s gross national product 
were the main buyers in all but one of the sales or 
liquidation of nearly 1,000 enterprises. At the same 
time, a World Bank report reveals that foreign 
shareholders made $12 billion out of the sale of 
Mexico’s telecommunications utility, TELMEX, and 
that local telephone tariffs have gone up So much that 
‘the big losers are consumers, worse off by $33 billion’. 

In Chile, the biggest group of stockholders in 
electricity utility ENDASA - which, like its British 
counterparts, has built on its own privatisation to 
expand through privatisation in other countries - were 
members of the very armed forces which kicked off the 
privatisation programme soon after seizing power in the 
1973 ClA-backed coup. General Pinochet’s labour 
minister, Jose Pinera, was installed as ENDASA’s vice- 
president, while the dictator’s son-in-law, Julio Ponce 
Lerou, took over as president of the privatised nitrates 
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company, Soquimish. Pinochet’s bankers did well too, 
through debt-equity swaps. Bankers Trust, of the US, 
acquired Chuile’s biggest pension fund under the scheme 
that privatised social security and went on to use the 
fund to take stakes in 13 other privatised companies. 

Even more grotesque injustices have enabled 
former nomenclatura and Mafia elements to 
accumulate the lion’s share of privatised assets in 
former ‘communist’ countries, especially Russia. Even 
mass privatisation methods such as voucher schemes, 
which are supposed to enable everyone to share 
equitably in their country’s privatisation, have instead 
tended to contribute to concentration of ownership. The 
need of the poor for ready cash forces them to sell their 
vouchers quickly, irrespective of their later increased 
value, while the rich are able to accumulate them. 

On a global scale, nore significant has been the 
accumulation of assets and franchises by a small 
number of TNCs, especially in strategic sectors such 
as electricity, water and telecommunications. 
Companies such as AT&T in telecommunications and 
Lyonnaise des Eaux in water and other services are 
accumulating so much of the world’s market in their 
sectors that they are becoming more powerful than the 
nation states and municipalities which are doing 
business with them. 

Only time will reveal the long-term effect of this 
transfer of power from politically accountable states to 
firms accountable only to their distant shareholders. 
However, some examples already offer warnings about 
the effects of the shift in the balance of power. They 
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include the insistence by Cable & Wireless, a few years 
into its 25-year monopoly over telecommunications 
services in Jamaica, that the island’s government 
extend- the monopoly for an additional 25 years. 
Another example came in the Polish city of Gdansk, 
where the water transactional SAUR demanded 
repeated price rises. In both cases, although the contract 
between the state and the company entitled the state to 
refuse the demand, the fact that the companies had 
taken control of vital assets, labour forces and services 
meant that the reality of the balance of power was more 
significant than the wording of agreements. 


Oo 
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PUBLICE SERVICES AND 
PRIVATE INTERESTS 


The mix of public and private sectors and the 
ways in which public services are structured and 
managed have undergone dramatic ‘and rapid change 
throughout the world during the 1980s and 1990s. 
Privatisation and commercialisation of public services 
have often reduced the scope and quality of service, 
undermined public sector unionism, downsized the 
labour force and cut the pay and employment 
conditions of public service workers. 

In order to develop effective strategies to deal 
with privatisation and commercialisation, public 
service unions need first to accurately identify what 
they are dealing with” Clear analysis of privatisation 
and of effectuve public service delivery in different 
circumstances has often been overshadowed by 
simplistic ideological arguments for or against public 
or private ownership and state control as a general 
political principle. In reality, most economies, and all 
successful ones, are mixed in various ways - the public 
and private sectors need each other. 

One general issue associated with privatisation, 
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therefore, is where should the boundary lie between 
public and private responsibility, accountability, 
ownership, control and provision? There is no answer 
for all countries at all times. Some activities, such as 
preventative medicine, are ‘public goods’ everywhere 
and always, while others - hairdressing, say-lie at the 
opposite end of the spectrum. In between, there 1s a 
wide range of sectors which demand public ownership 
and direction much more in some places than in others 
and more at some points of a country’s economic and 
social development than at others. 

The focus on the relative merits of private and 
public ownership and management in general has 
tended to obstruct analysis of different particular types 
of both private and public ownership and control. As 
a consequence, unions have until recently paid much 
less attention to the dynamics of various kinds of 
relationship between the public and private sectors - 
through regulation, franchises, contracts, partnerships 
and other mechanisms - than they have to making the 
case for public ownership and management. 

| What is privatisation? 

Narrowly defined, ‘privatisation’ means a transfer 
of ownership from the state to private companies or 
individuals. More broadly, it means the transfer of state 
or public sector functions and responsibilities. More 
broadly still, its definition can include a range of 
measures - otherwise termed commercialisation aimed 
at introducing more market-like methods, structures 
and cultures into public activities. 

One problem with defining privatisation on an 
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international scale is that different people mean and 

understand different things by it. 

° ‘Privatisation’ is used to describe both a policy 
instrument applied to particular enterprises or 
public services and a more general economic and 
social policy: the term is used at the ‘micro’ and 
the ‘macro’ levels. 

° Even at the micro level, there are many different 
forms of privatisation and commercialisation of 
public services. A narrow definition covers only 
a transfer of ownership; a broader definition 
covers a much wider range of measures. 

The politically economic and social context of 
privatisation/ commercialisation varies greatly from 
one country to another. As a result so do the attitude 
and objectives of governments in adopting privatisation 
as a general or sectonal policy. 

Why a public sector? 

Throughout history, people have combined 
together as a country or community to meet common 
needs that could not be met so well individually._ 

State-owned enterprises and public services are a 
quite modern form of collective provision. They have 
developed in different ways, at different times and in 
different forms in different parts of the world. Their 
Scope, structure and methods have varied greatly and, 
while public ownership and management has clearly 
contributed to both economic growth and social justice, 
they do not necessarily do so. The disastrous results of 
eradicating private business in some ‘communist’ 
countries is proof that state ownership has in some 
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countries extended too far, while the misery caused by 
over-reliance on private health care in the United States 
demonstrates the results of failing to extend public 
service far enough. And even when the scope is right, 
structures and methods can become outdated and can 
often be improved. 

Everywhere, however, there are sound economic 
and social reasons for not leaving everything to the 
market and unregulated private interests. Public 
transport is an example of a service which can never 
be provided in an integrated way by the market, 
because an effective public transport system depends 
upon interconnection between services which are 
profitable and others which, although necessary for 
social justice or regional economic policy, cannot run 
at a profit. Even sectors normally the preserve of 
private business and market forces can occasionally 
need crisis intervention- to serve the public interest by 
protecting creditors, ensuring supply of raw materials 
or rescuing jobs. 

Privatisation can represent a profound challenge 
to long established consensus about the role of the state, 
as 1s demonstrated by the increasing privatisation of 
prison services. National police forces and fire-fighting 
services run by municipalities or the military were 
features of the developing role and character of the state 
in early capitalist economies. Today, even some police 
functions are increasingly being privatised in the form 
of private security patrols in formerly public spaces 
such as shopping centres. 

In the 19th century, in countries then 
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industrialising, national or local government also began 
to take responsibility for services such as postal and 
utility services. For example, municipal takeover of 
water supply and sewage treatment became 
demonstrably necessary to facilitate economic and 
social progress and eradicate water-borne diseases such 
as cholera and dysentery. Similarly, in many countries 
the state played the key role in the development of 
power supply and telecommunication by financing 
long-term investment too large or risky for private 
entrepreneurs. It is only now, after the risks have been- 
collectively taken, often successfully, that new 
entrepreneurs want the ‘chance’ to ‘risk? some ‘private’ 
investment capital- all the qualifying apostrophes are 
necessary because these privateers are often given the 
chance at no risk and it is often World Bank or publicly 
guaranteed loans that finance the deals. 

More recently, the division of Europe after World 
War II was reflected in the pursuit of two competing 
models of development. Command statism had already 
emerged in the Soviet Union, influenced by Marxist 
ideology but also by the misery inflicted of capitalist 
production relations. From 1945 onwards, it was 
imposed on other parts of eastern and central Europe. 

At the same time, in most of western Europe and 
the Nordic countnies - as well as in Canada, Australia, 
New Zealand and Japan - mixed economies including 
strong and sizeable public sectors were built up as part 
of a programme of reconstruction and development. 
State planning and public ownership have often been 
blamed for the economic crises and recessions of the 
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1970s and 1980s but, without state action, economic 
revival and the subsequent boom of the fifties and 
sixties simply could not have been accomplished. 

More recently, the emergence of the so-called 
‘Asian tiger’ economies would also have been 
impossible without continuous state intervention: 

The most relevant lesson for Europe of east Asia s 
growth miracle may in fact be the need for more rather 
than less state involvement in the functioning of certain 
parts of the economy. 

In Latin America, the approach encouraged by the 
United Nations Economic Commission for Latin 
America (ECLA) was typical of the Import Substitution 
Industnalisation (ISI) model followed elsewhere in the 
South, while in post-colonial Africa and south Asia, the 
development of state-owned enterprises and public 
services was integral to the striving for independence. 
Citizens wanted more access to delegation, health, 
water and public housing services, while emerging 
business interests wanted better electricity supplies, 
communications, transport, training and credit 
facilities. The governments of newly independent 
nations typically also wanted to secure domestic 
control of industries in which foreign ownership would 
otherwise have undermined the ability of their 
countnes (and their ruling elite’s) to plot their own 
courses of development, especially in ‘strategic’ 
sectors. 

The interconnections of public and private sectors 
has been vividly described by Hugh Stretton in the 
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Australian publication Essential Services - Keep them 
Public. 

A private company mines public gas, sends it 
through a public pipeline to another private gas 
company which, however, has a public franchise which 
sends it this time through a private pipe to a private 
brickworks, where it is united with public electricity 
and private clay to make bricks which go by private 
truck on public roads to a private building contractor 
who is building public housing on public lands, to be 
sold to a private citizen with a first mortgage from a 
private bank and second mortgage from a public 
housing agency. Now will the market ideologists please 
sort out the ‘public sector from the ‘private sector in 
the above, and show how running down the public 
sector will allow freer growth in the private sector? 

Some public enterprises have also had important 
distnbutional roles, such as creating employment, 
checking concentration of economic ownership and 
power, serving regional policies and ensuring supply of 
basic goods or services - such as food or ‘power - at 
subsidised prices to those who would not otherwise be 
able to afford them. 

The structures and organisational forms of state- 
owned enterprises and public services - typically 
monolithic and bureaucratic were also products of their 
times, often reflecting prevailing methods of private 
production (such as the ‘Fordist’ model developed by 
the car manufacturer) in order to deliver standard 
services on a mass scale with political accountability. 
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Why privatise or commercialise the public sector ? 

If the creation and development of public sectors 
were shaped by their times, then changing 
circumstances can also demand change in the scope, 
structures and methods of state ownership and public 
management and responsibility. This truth has been 
exaggerated by the ideological proponents of 
privatisation to bolster their weak arguments against 
state planning and public service. On the other hand, 
it has also been ignored by conservative opponents of 
change and public sector modemisation. 

In examining the reasons why governments 
privatise state-owned enterprises or public services we 
see how significant are the differences in the contexts 
in which it occurs. 

In former communist countries, the aims of 
establishing property rights, creating private businesses 
and developing market economies have meant that 
privatisation has been a central uinstrument .of 
transformation from totalitarianism and command, 
economies to democracy and market economies. . 

In ‘advanced’ capitalist countries, already mixed 
economies are often quite deeply rooted in democratic 
political systems. Yet, the demands of translational 
economic integration and the pressure, sometimes self- 
imposed, on state budgets have been especially 
significant and public services have been most (and 
often adversely) affected. 

In ‘developing countries’, such as the newly 
industnialising countries of southeast Asia and most of 
Latin America" and ‘less developed’ countries, such 


Digitized by srujanika@gmail.com 


[35] 

as those in sub-Saharan; African and South Asia, high 
levels of public debt and deficit -in many cases 
aggravated by inefficient and even comupt public 
management have provided much of the impetus for 
privatisation. Another big factor has been growing 
demand for infrastructure and utility services including 
private sector development of utility services. 

What can unions do? 

Politicians and public managers must be made to 
state clearly the goals of any particular privatisation 
measure and show how it would achieve them. Trade 
unions have a right and a responsibility to ensure that 
those goals are in the public interest, to satisfy 
themselves that they will be achieved in ways that 
involve fair treatment of public employees and to insist 
that alternatives to privatisation and commercialisation 
are fully explored. That is why they must insist on 
being consulted at every stage of the process and ensure 
that any changes in service and employment levels and 
conditions are negotiated. 

Waiting until your government or municipality 
has already decided to privatise can often be too late. 
Developing alternative plans for the future 
development of your service, building alliances and 
leading popular campaigns for improvements can make 
all the difference - attack is the best means of defence. 

For instance, Britain’s unions Succeeded in 
building a broad (and, for a time, successful) alliance 
against water privatisation by consulting with potential 
allies about their proposals to improve the service and 
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drawing up a Charter for Water. In Sweden, the 
municipal workers’ unions have become pioneers of 
service innovation, successfully developing alternative 
approaches to improving efficiency and service quality. 


Forms of privatisation 

Privatisation can be grouped into five categones, 
although particular measures can and often do manifest 
more than one of them. 

For example: Build-Operate- Transfer schemes 
combine private financing with fixed term operating 
concessions. Cuts in public service provision are often 
combined with ‘deregulation, to encourage private 
alternatives for those who can pay. 

Corporatisation often enables a state-owned 
company to raise private capital. 

Divestiture of a state-owned company often 
combines various methods, such as flotation of some 
shares, placing others with strategic investors or 
investment funds and free or discounted distribution of 
others to management and employees. 


Privatisation of responsibility 
formal transfer to private organisation transfer to 
user via abolition of service transfer to user via 
reduction in Service liquidation of state-owned 
enterprise liberalisation / deregulation of sector. 
Privatisation of ownership 


share flotation total ownership 
direct sale auction sale majority stake 

minority stake 
sale to investment fund subsidiary 
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voucher privatisation restitution (to previous 
owners or in compensation) transfer to management 
and / or employees management buy-out (MBO) 
management and employees buy-out (MEBO) disposal 
of land or other assets: user (e.g. housing) third party 

Privatisation of provision 

contracting-out 

lease 

operating concession 

management contracting 

purchasing (1.e., private supply of goods / service) 

Privatisation of financing 

private finance for public infrastructure 
development | 

recapitulation of public companies through 

private investment 

joint venture 

new or higher user charges 

Commercialisation marketisation 

competitive tendering between in-house and 
outside contractors, restructuring to create internal 
market; e.g., purchaser / provider split, client/ 
contractor split 

introduction of commercial goals 

measures and techniques to create commercial 
ethos/ culture 

Corporatisation reconstituting enterprise in 
private from 

Objectives of privatisation 

The objectives of programmes and particular 

measures of privatisation vary depending on a range of 
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national characteristics - relative size of public and 
private sectors, degree of ‘development’, political and 
industrial relations environments, etc. - and on the 
sector concemed. Government and management do not: 
necessarily state their true objectives openly, and 
sometimes conceal their main goals behind those they 
do declare. Usually there is more than one goal: some 
are stated while others are not. 

Objectives fall into a number of categories but not 
neatly. The distinctions between the categories are 
relative and the same objective might fall into more 
than one. That is why there are no boundary lines 
indicated on the following list, which should be viewed 
as circular, joining the first mentioned to the last. 


Political To adhere to pro-private and pro- 
market ideology. To comply with 
lender or donor conditionalities. 

To establish property rights. 
To win votes by cutting taxes 


Macro-economic To liberalise the economy. 
To enable more integration into the 
international economy 
To increase efficiency and 
competitiveness 
To develop national capital markets 
To develop a strong private sector as 
the engine of growth 
To attract private capital for 
infrastructure development 
To repay state debts or reduce 
borrowing 
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To redirect subsidies to other areas of 
state spending 


Institutional- To redirect the administrative capacity 
of the state. To undermine corrupt and 
parasitic use of state resources. 

To sever links between politicians and 
management 


Micro-economic - To increase efficiency, performance 
and productivity. To enable 
diversification. 

To gain access to international capital 
and markets. 
To introduce or increase competition 


Managerial - To commercialise management 
behaviour. 
To gain access to external techniques, 
skills, knowledge. 
To provide personal incentives for 
managers, employees. 
To enable attacks on union 
organisation and agreements. 
To enable staff cuts and pay systems 
changes. 
To externalise problems of service 
efficiency and quality. 


Distribution - To create profitable opportunities for 
politicians. 
To legitimise corrupt and parasitic use 
of state resources. 
To compensate for losses (to previous 
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owners or others) 
To enable higher salaries for 
executives and directors. To expand 
markets for private capital and 
companies. 
Political To widen share ownership 


oOo 
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INTERNATIONAL TRADE AGREEMENTS 
AND TRADE UNIONS 


The “trickle down” theory of trade policy does 
not work. There are no automatic mechanisms by which 
expanded trade leads to improved wages and working 
conditions. Only action by trade unions through 
collective bargaining in a framework of fair labour 
laws can ensure that increased trade results in higher 
living standards for workers” 

The last decade has seen a growth in importance 
of international trading agreements (ITAs) which seek 
to reduce barriers to both trade and. investment. This 
can mean a range of measures, from removing barriers 
to imports of products, like tariffs, to removing barriers 
to foreign investment, like requirements for local 
partners or use of local inputs. Some agreements 
assume that government provision of services 
constitute monopolies which are barriers to 
competition by private firms, and so support 
privatisation. Thus 1ITAs can restrict the policy choices 
available to governments and can have a major impact 
on living standards. Often they are signed by 
govemments with little public information or 
democratic debate. 

GATT (the General Agreement on Tanffs and 
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Trade) is a global trading agreement, now administered 
by a new body called the World Trade Organisation 
(WTO). 

The European Union, NAFTA (North American 
Free Trade Agreement) and APEC (Asia Pacific 
Economic Cooperation Forum) are examples of 
regional trading arrangements, although the European 
Union is, of course, a lot more than just a trading 
agreement. _ 

All are signs of world-wide moves to greater 
competition and integration, sometimes called 
globalisation. Transnational corporations (TNCs), 
mostly based in industrialised countries, and often with 
greater economic power than some governments, are 
locating production throughout the world and 
challenging national barriers to trade and investment. 

Background to globalisatiorn 

The global economy has been domimated 
historically by the industrialised states which have 
controlled world trade. Under colonialism, colonies 
produced mainly unappreciated raw materials which 
were exported to the colomial powers at low prices, 
processed industrially and then some exported back to 
the colonies. Colonial powers contoured the terms of 
trade in their favour. This division of labour impeded 
industrialisation in the colonies. Many of these 
relationships continued after decolnisation. Until 
World War II, the USSR was the only alternative model 
of development. 

World War II saw a huge upsurge in national 
independence and socialist movements in the colonies. 
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China joined the USSR and Eastern European states as. 
part of the bloc of centrally planned economies. Many 
other colonies became independent in the two decades 
following the war. 

The US and Britain presided over the 
establishment of the Bretton Woods international 
financial system including the International Monetary 
Fund and World Bank, the GATT and the Marshal Plan 
which were the framework for post-war reconstruction 
in Europe and Japan and for the world financial and 
trading systems in the post war period. The ‘long boom’ 
in growth rates in industrialised countries lasted until 
the 1970s. 

The cold war saw a contest between the major 
‘free market’ industrialised powers, led by the US, 
against the USSR for influence over the newly 
independent and ‘nonaligned’ nations which formed 
their own bloc from 1956. 

TNCs, which had existed in the colomial context, 
became more prominent in the global system from the 
1960’s, investing in other industnalised countries and 
in developing countnes. 

The Bretton Woods system was thrown into crisis 
from the 1970s, with the floating of the US dollar in 
1973 and the OPEC oil price rises from 1974. The 
availability of OPEC surplus funds in Eurodollar 
markets both funded of the US deficits and meant banks 
could offer large loans to many developing countnes 
which then faced steep rises in interest rates and crises 
in repayments in the 1980s. Many have been forced to 
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adopt harsh structural adjustment programmes which 
depress domestic consumption and living standards in 
return for IMF and World Bank loans. 

From the 1970s when TNCs in industrialised 
states faced declining profit levels and rising costs, a 
new international division of labour began to emerge. 
TNCs increasingly located production in developing 
countries, taking advantage of low labour and raw 
material costs, lack of trade union and human rights, 
low tax regimes and fewer regulatory restrictions in 
areas like health and safety and the environment. Often 
these processes were located in special export 
processing zones and were part of an export-led 
development strategy, replacing previous development 
Strategies which had attempted import replacement. 
The products are often exported to industrialised 
countries. 

The mobility of TNCs can create economic and 
political problems in their home states when production 
processes move to lower-wage developing economies, 
resulting in de-industrialisation and unemployment. 

The late 1980s saw the collapse of the centrally 
planned economies of Eastern Europe and the demise 
of the Soviet Union as a major power, which ended the 
cold war. In the absence of a ‘common enemy’, the 
1990s have seen increasing economic rivalry between 
the US, Europe and Japan for trade and investment 
markets. Both GATT as a global agreement and 
regional trade agreements like NAFTA and APEC have 
been arenas for this contest. 
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ITAs: Costs and benefits 

Many governments ‘claim that increased 
competition through trading agreements will bring 
benefits for all. Reducing trade barriers can lead to 
increased economic growth, but the benefits of growth 
are not automatically equitably shared, especially by 
working people, women and other disadvantaged 
groups. Unless there are proper safeguards and policies, 
increased competition can mean a race to the bottom 
for employment conditions and living standards as 
governments compete for investment from powerful 
TNCs which can move more freely throughout “the 
world. 

The European Union: 
social partners and social clauses 

The European Union has many critics. But it 
evolved over many years, has a political as well as an 
economic dimension, and involves governments, 
business and trade unions as social partners. It has 
funds for compensating for the employment and other 
effects of reduction of trade barriers. It also has ‘social 
clauses’ which set minimum requirements for labour 
standards, social services and the environment. 

GATT /WTO and the newer regional agreements 
have none of these features and are seen by their most 
doctrinaire advocates as purely economic vehicles for 
free trade and free movement of transnational 
investment. 

Global agreements : GATT and WTO 

GATT is a world-wide trading agreement, which 
legally binds governments to reduce trade barriers and 
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open up their economies to imports. GATT was 
initiated by the industrialised countries following 
World War II and was signed in 1947. It was intended 
to reduce tariff and other trade barriers and so increase 
world trade. But world trade is not a level playing field. 
GATT has been dominated by the industrialised 
countries, as are other international economic 
institutions like the World Bank and the International 
Monetary Fund. These countries have often been able 
to maximise their advantages in trade agreements by 
retaining protection of their own industries through 
various means where they require it but imposing freer 
trade conditions on others. Japan, for example, has 
reduced tariffs but uses the close marketing links of 
Japanese companies to restrict manufacturing imports 
and still has tariff and other bariers on rice. The USA 
and Europe have removed some subsidies to 
agricultural exports but still make direct payments to 
farmers, which are effectively subsidies and mean that 
they can undercut prices in many developing countries, 
which are now required under GATT to remove 
subsidies. 

Since 1947, GATT has proceeded through a series 
of multilateral negotiations (‘rounds’) named after the 
cities in which the initial negotiations took place. These 
have resulted in agreements which are then ratified by 
countries which wish to be included as trading partners 
on the terms of the agreement. The Umuguay Round 
(UR) is the latest and most extensive series of GATT 
negotiations which was initiated in Umnuguay and 
completed at Marrakesh, Morocco in April 1994. 
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WTO and the newer regional agreements have 
none of these features and are seen by their most 
doctrinaire advocates as purely economic vehicles for 
free trade and free movement of transnational 
investment 

The UR of GATT was initiated by the US in 1986, 
prompted by TNCs wanting greater access to both trade 
and investment in countries which restricted foreign 
investment, actively intervened in the economy or 
protected their domestic industries from competition 
through tariff or other policies. The UR was 
accompanied by the neo-liberal rhetoric of smaller 
government, privatisation and structural adjustment 
policies, all of which argue for government to make 
way for market forces. Many developing economies, 
which have used tariffs and other government industry 
development policy to assist industnalisation and 
development, resisted, which resulted in long 
negotiations. They wished to keep a range of options 
for government policy and intervention in the economy 
if it 1s required. At the same time, they wished to have 
access to industrialised economies for their products. 

Unions and community organisations in many 
industrialised countries also want to ensure that 
governments have a range of policy options on industry 
development and government intervention as well as 
the ability to maintain and improve labour standards 
and environmental and health and safety standards. 

The UR was one of the longest and most painful 
of the GATT negotiations and agreement was only 
reached in many areas by allowing countnes to specify 
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in detail certain exceptions and conditions. 

It includes substantial tariff reductions on goods 
and, for the first time, commitments to reduce trade 
barriers on agriculture, investment (TRIMS) and trade 
in services, a commitment to harmonisation of product 
standards and tighter regulation of trade related 
intellectual property rights (TRIPS), most of which are 
owned by TNCs. 

There is an optional Government procurement 
agreement which opens all government procurement to 
international competition. It prevents preferential 
treatment for local products or firms in government 
purchasing, and establishes a common set of 
procedures for purchasing and contracting at every 
level of government and for all public utilities. This is 
a separate agreement and some countries which 
retaliated GATT have not ratified it. 

Trade disputes are to be resolved through a new 
body, the World Trade Organisation (WTO), which has 
replaced the former GATT institution. It has the power 
to authorise trade retaliation by other countries if, 
following a complaint, it finds GATT agreements are 
being broken. The burden of proof will be on the party 
complained against to disprove the complaint. These 
are much stronger powers of enforcement than GATT 
had before. It remains to be seen whether industrialised 
countries like the US will use it, or rely on bilateral 
negotiations and sanctions as in its 1990s disputes with 
Japan and China. 

Over the rest of this century there will be 
continuing debate (and therefore the potential for union 
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campaigns) on: further rounds of liberalisation, 
especially in trade in services where the US and some 
other industrialised countries feel too many exemptions 
were made; further liberalisation in ttele- 
communications; debates over the inclusion of labour 
and environmental standards into the WTO rules; etc. 
Unions will need to monitor these developments and 
develop international strategies to deal with them, 
especially in so far as they impact on the public sector 
in areas such as public procurement, for example. 

The first Ministerial Council meeting of the 
WTO, held in Singapore in December 1996, made a 
very inadequate reference to the link between trade and 
labour standards and certainly did not commit the WTO 
to doing further real work on this linkage. The 
international trade union movement, including public 
sector unions, has embarked on a campaign leading up 
to the next Ministerial Council in Geneva in 1998 to 
force governments and the WTO to build requirements 
on respect for internationally recognised labour 
standards into the rules of the WTO, in conjunction 
with the ILO. This will need to feed into similar work 
in the (re)-negotiation of regional trade agreements. 
This is referred to again below. 

Regional trade agreements 

Recent regional trade agreements like NAFTA 
and APEC have been a response by the US and Japan 
to rivalry for economic influence and insurance against 
the failure of global trade measures. They seek to create 
larger regional markets by reducing trade barriers, and 
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promote privatisation, deregulation and foreign 
investment. 
North American Free Trade Agreement 

NAFTA, the free trade agreement between the 
US, Canada and Mexico, came into effect in 1994, and 
1s a legally binding agreement which goes further than 
GATT. It provides for the phased elimination of tanff 
and most non-tariff barniers on trade within 10 years 
frfom 1994 and covers trade in manufactures, 
agriculture and services. It also promotes deregulation 
and privatisation. It has been described as ‘2000 pages 
of what governments can no longer do.’ 

Before NAFTA was signed, unions and 
community organisations in all three countries formed 
alliances and raised concerns about unemployment 
effects and restrictions by NAFTA on industry policy, 
social and public sector policy, health and safety and 
environmental standards and labour standards. 

This pressure on the incoming clinton Democratic 
administration in 1992 resulted in US support for, and 
the inclusion of ‘sidebar agreements’ to NAFTA on 
labour standards and the environment. The labour 
agreements oblige each country only to enforce 
effectively its own labour law and do not contain any 
common minimum labour standards or mechanism for 
achieving them. However it 1s regarded as an important 
precedent for linking trade agreements and labour 
standards and US and Mexico unions are testing its 
powers through lodging complaints under the 
procedures. So far these have proved complicated, 
lengthy and have not obtained clear results for workers. 
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NAFTA extends the intellectual property rights of 
mostly US TNCs, which means that very high royalties 
for products ranging from drugs to computer software 
have to be paid for longer periods. This means that 
Canada can no longer have a domestic pharma 
ceuticals industry which produces cheap generic 
medical drugs under licensing agreements. 

NAFTA provisions are also ambiguous about to 
what extent the Canadian government can retain the 
right to provide public health services on a needs basis, 
rather than a commercial basis. If health services are 
defined as commercial services, they can be challenged 
under NAFTA by competition from US private hospital 
and insurance companies, which dominate the private 
and very expensive US system. This would mean 
privatisation of Canada’s public health insurance and 
public hospital system which is actually less costly and 
more equitable than the US system and enjoys strong 
public support. 

NAFTA was originally not binding on some areas 
of provincial government activity, which includes many 
education, health and social services. The Canadian 
federal and provincial governments in July 1995 signed 
an agreement called the: Agreement on Internal Trade 
(AIT). This is simular to Australia’s National 
Competition Policy and aims to reduce trade barners 
between provinces and promote deregulation and 
privatisation of activities now undertaken by provincial 
governments. Some provincial governments have 
sought to exempt some services from the policy. If 
services are not exempted, this policy could extend 
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access by US and Mexican firms to them under the 
NAFTA provisions. 

The most dramatic effects of NAFTA have been 
experienced in Mexico. On January 1,1994, farmers 
and peasants in the southern province of Chiapas 
launched an armed uprising, citing NAFTA, which they 
described as ‘a death certificate for the Indian peoples 
of Mexico’ as one of their grievances. Mexican farmers 
argued that their staple crops 6f corn and beans would 
be undercut by cheaper (and still subsidised) imports 
from the US. This political instability was matched by 
economic instability in the form of a balance of 
payments crisis late in 1994 which appears to have been 
triggered partly by a flood of imports resulting from the 
NAFTA reductions in tariffs. This led in turn to a loss 
of confidence by international markets in the Mexican 
currency and the imposition of draconian adjustment 
measures in return for emergency loans from the United 
States and other sources. There has been an enormous 
fall in living standards for the majority of people, 
including massive devaluation. and consequent price 
rises, erosion of real wages and huge cuts in public 
expenditures and services. These effects were not 
predicted by governments, although unions and 
community organisations did raise some of them in the 
debate. 

Researchers from Mexico, the US and Canada 
have conducted studies of the impact of NAFTA over 
its first two years in all three countries. They conclude 
that NAFTA was not the sole cause of Mexico’s 
economic cnisis but has worsened it. The crisis had 
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been developing since the structural adjustment 
policies of 1982 which imposed deregulation, 
privatisation, devaluation and high interest rates. In 
1996, Mexico had higher unemployment, lower real 
wages and greater poverty and inequality than it did in 
1981. Export growth and job growth was narrowly 
concentrated in three manufacturing sectors and 300 
firms (mostly TNCs) accounted for 70 % of exports. 

One study tested Government claims that NAFTA 
would increase both jobs and wages through economic 
growth in all three countries and would also improve 
the environment, food security and reduce illegal 
immigration. Instead, it found that over the previous 
two years, for all three countries, job growth from 
increased exports had been counter balanced by job 
loss from cheap imports, and real wages had not 
increased. For example, the maquiladora industrial 
area in the Mexican border area had grown but the 
increase in industrial jobs had been offset by loss of 
jobs in local firms and agricultural employment. The 
region was still highly polluted, with no improvement 
in waste disposal systems. Mexico’s production 
capacity in staple foods was reduced and higher 
unemployment and poverty led to an increase in illegal 
immigration to the USA. The US government has 
responded with mulitarisation of the border and 
harassment of suspected ‘illegal’, which caused 
resentment and tension in Mexico and amongst 
Mexicans living in the US. 

Mexico has had structural adjustment 
programmes since 1982. NAFTA contnbuted to the 
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1994 economic crisis which accelerated the decline of 
living standards. The following statistics show that real 
1995-96 wages were lower than in 1981, 
unemployment was higher and some indicators of 
poverty, like malnutrition amongst rural children, have 
worsened. 

Gross Domestic Product per capita in 1995 was 
11.2 % less than in 1980. In the two year period 1994- 
95, following NAFTA, GDP per capita fell 7.1 %. 

Employment: In the 2 years following NAFTA, 
142,832 jobs were created in the maquiladora 
industries near the US border, which is the 
manufacturing export growth area. In 1995,1.6 mullion 
jobs were lost throughout the whole economy 
following the 1994 crisis, with an estimated one third 
of domestic businesses declaring bankruptcy. 

The potential Mexican labour force increases by 
1.3 million per year. 

Unemployment rose by 1.4 mullion in the 2 years 
following NAFTA. In October 1995, the official 
statistics showed 3.6 million or 8.9 % of the workforce 
were without any work and a further 6 million, or 16. 
6 %, were underemployed, in many cases working only 
a few hours a week. These are higher unemployment 
rates than in 1981. 

Real wages fell by 40% between 1981 and 1992, 
a period of 11 years. In the two year period 1994-95, 
following NAFTA, real wages fell 30 %. 

The minimum hourly wage in the maquiladora 
industries fell from us$2.61 in 1994 to US$1.80 in 
1995. 
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Prices: The price of the basic food basket rose 
55% in 1995, and 12.9% in the fast three months of 
1996. In 1995, the minimum wage would purchase only 
35 % of the cost of the basic minimum food basket 
requirements for one person. Apart from the shortfall 
in food, this left nothing for housing, transport, health, 
education, etc. 

Poverty: The 1996 World Bank Report found that 
88% of Mexican people live in poverty, with 25 % or 
25 million living in absolute poverty. The 1995 UNDP 
report found that 70% of the poor were women. More 
than 10 million Mexicans (mostly in rural areas) did 
not have access to regular health services in 1995. The 
percentage of children 1 to 4 years old in rural areas 
who suffer from malnutrition rose from 7.7 % in 1979 
to 15.1 % in 1995. 

Public Expenditure and Privatisation: US$22 
billion was raised from public asset sales in the period 
1990-92. Further asset sales including oil, natural gas, 
electricity, transport and telecommunications are now 
on the agenda. The social secunty system was 
privatised in December 1995, with reductions in 
benefits and pensions. 

Tax revenues fell by 18% in 1994-95. The 1994 
crisis resulted in reductions in Social expenditure and 
increases in payments to support the banking system 
and in increased interest payments on foreign 
borrowings. The 1995 Budget allocated $US1.42 
billion to poverty programs, and US$10.4 billion to the 
bank rescue package. 

Employment in the US and Canada since NAFTA 
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was agreed: The US administration claimed in 
December 1995 that 340,000 jobs had been created and 
only 51,000 lost under NAFTA. However, the job 
creation figure is obtained through a crude formula 
which claims that each $1 billion of exports creates 
1500 - 2000 jobs, both directly and indirectly, through 
applying a multiplier which assumes increased 
consumption throughout the economy. 

The same multiplier is not applied to the job loss 
figure which only counts those workers who have lost 
jobs directly as a result of NAFTA and who have then 
applied for assistance under a state programme. Thus 
it does not count those who have not applied for 
assistance and it does not count indirect losses resulting 
from decreased consumption in the economy. The rate 
at which workers were applying for assistance doubled 
in 1995 compared with 1994. 

Gary Haufbauer of the Institute for International 
Economics and a supporter of NAFTA, estimated in 
October 1995 that 225,000 (net) jobs had been lost 
under NAFTA. 

Companies which promoted NAFTA, promising 
it would mean more jobs in the US but which have 
since laid off workers, include Allied Signal, General 
Electric, Proctor and Gamble, Xerox, Alcoa and 
Zenith. US unions report that companies are using the 
threat of moving to Mexico to try to reduce wages and 
working conditions in collective bargaining. 

Canada and the US have had a Free Trade 
Agreement since 1988. NAFTA has accelerated the 
liberalisation process. The promise of reduced 
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unemployment has not been delivered. Unemployment 
rose from 7.5% in 1989 to 10% in 1995. 

The Canadian Centre for Policy Alternatives has 
monitored 37 companies which are members of the 
Business Council on National Issues which lobbied for 
both FAT and NAFTA. In the period 1988-94, these 
companies reduced their workforces by 215,414 
employees. 

Over the same period, 334,000 manufacturing 
jobs were lost. The automotive industry laid off 16,000 
workers. Much job loss results /rom mergers and 
takeovers by transnational corporations which have 
rationalised their operations throughout the three 
countries, frequently moving labour uintensive 
operations to Mexico. 

APEC: In November 1994, ‘the leaders of the 
eighteen APEC countries bordering the Pacific 
declared their commitment to achieve free and open 
trade and investment in the Asia-Pacific region no later 
than the year 2020. The document, known as the Bogor 
Declaration, further pledged to strengthen the world 
trading system through the GATT and to accelerate its 
implementation in the region. 

APEC is a ‘voluntary, non-binding and 
consensual’ grouping of economies, not of 
governments, partly to avoid the problem presented by 
the involvement of both China and Taiwan. But the fact 
that leaders attend as economic not political 
representatives. underlines its purely economic focus, 
lack of democratic discussion of its proposals and 
neglect of the social and political implications cations 
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of its outcomes. Unlike NAFTA, so far none of its 
decisions have been legally binding. 

APEC has endorsed rapid implementation of the 
UR agreements in the region and a non-binding 
document on reducing restrictions on foreign 
investment. The Finance Ministers’ statement endorses 
smaller government through prudent fiscal and 
monetary policies, control of inflation and control of 
fiscal and balance of payments deficits, to -facilitate 
investment flows. The IMF is used as the policy- 
advising body on investment flows and macro 
economic policy. 

The Pacific Business Forum, which represents 
both TNCs and national business organisations in the 
region, has had formal advisory status at APEC and has 
drafted documents which have had a major influence 
on APEC documents. Another influential group, the 
Eminent Persons Group, also has strong business 
representation. There is no trade union or community 
organisation representation. 

How Viable is APEC? APEC consists of 18 
widely disparate countries: 


o US, Canada 

e Japan 

° Australia and New Zealand 
° China 


e Hong Kong, Taiwan, Korea, Singapore, 
Malaysia, Thailand, Indonesia, Philippines, Brunei 
Mexico, Chile, Papua New Guinea 

There are obvious problems of different level of 
development and different cultural and regional 
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interests amongst these countries, which cast doubts on 
its viability. APEC was taken up enthusiastically by US 
and Australia in 1992-93 as an insurance against the 
failure of the UR and the division of the globe into 
protective regional blocs. There 1s still some preference 
by some countries, notably Malaysia, for limiting 
regional agreements to the East Asian Economic 
Caucus, which would consist of the ASEAN nations, 
China and Japan. The US, Australia and others have 
much to lose if they are excluded as this region is the 
fastest growing in the world. 

Many developing countries in the region have 
pragmatically used government intervention and 
regulation, including on foreign investment, to achieve 
economic development goals and wish to retain those 
options. 

The US sees APEC as a means of changing the 
culture in the region towards free trade and eventually 
more binding agreements which will open up the region 
to US trade and investment. 

Japan is more concerned to build on its extensive 
investment and trading relations in the region which 
have been achieved without the use of trade 
agreements. It stresses the role of APEC as an OECD 
type forum for trade facilitation, technical cooperation 
and aid, rather than as a forum for binding trade 
agreements. 

The industrialised countnes have more interest in 
exporting agricultural products, services and 
investment, while the developing countries wish to 
protect some of these areas and are more. interested in 
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exporting their manufactures. 

Because of these differences, the process towards 
agreements has been slow, with room for each country 
to work out its own agenda within very broad targets. 
Recent tensions over specific trade and other issues 
between the US and Japan, and the US and China, have 
reinforced doubts about the coherence of APEC. 

APEC’ Action Agenda: The November 1995 
APEC leaders’ meeting in Osaka endorsed an action 
plan which forms a framework for each economy to 
proceed voluntarily in a number of key areas. Some of 
the most significant are- liberalisation of trade in 
services, including privatisation or corporatisation of 
transport infrastructure; specific measures on removing 
restrictions on foreign investment; enforcement of the 
UR TRIPS agreement; ratification of the GATT 
government procurement agreement; and 
implementation of National Competition Policy based 
on the Australian and Canadian models in each 
economy. 

If implemented, all the Osaka commitments add 
up to a significant push for further deregulation, 
privatisation, and contracting out of government 
services, with less restrictions on foreign investment 
and use of national competition policy to expose all 
government businesses to competition from the private 
sector. 

However, for the reasons given above, the non- 
binding nature of the commitments and the variety of 
attitudes to them mean implementation is likely to be 
uneven. This means there is room for unions to press 
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for public debate and democratic processes before 
governments make firmer commitments. 

What unions have done 

Labour Standards, GATT and WTO: Unions have 
expressed concern that, in the absence of basic human 
rights and labour standards based on United Nations 
conventions in many countries, free trade will intensify 
competitive pressures to erode labour standards and 
living standards. 

For these reasons, unions have sought to make 
adherence to basic UN human rights and labour 
standards one of the conditions of international trade 
agreements. Unions have argued this since 1948. The 
International Confederation of Free Trade Unions 
(ICFTU) has lobbied to have human rights and labour 
standards included in the rules and machinery of the 
WTO, as noted above. The 1995 UN World Summit on 
Social Development included these rights as part of its 
statement. 

Unions believe that human rights and labour 
standards should be founded on the rights, freedom and 
obligations codified in the international instruments of 
the UN and the Intentational Labour Organisation 
(ILO) including: 

. the United Nations Declaration of Human Rights, 
° ILO Conventions: 87 - Freedom of Association; 

98 - The Right to Organise or Collective 

Bargaining; 100 and 111 - Equality and Non- 

discrimination; 29 and 105 - Banning of Forced 

Labour; 138-Banning of Child Labour. 

These standards could be implemented through 
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the ILO component of a joint WTO/ILO commuttee. 
This would review periodically, or on the basis of 
complaints provided with evidence, the application of 
the standards. The ILO component of the committee 
would be responsible for the review. Its reports would 
contain recommendations, offer technical assistance 
and set an adequate time frame for changes to be made. 
This multilateral. process would provide resources to 
help change to occur and prevent domination by the 
larger trading powers through the WTO. 

Trade related sanctions would only be 
recommended by the ILO and considered by the WTO 
if countries clearly failed to respond to this multilateral 
process. 

NAFTA: Unions campaigned with community 
organisations in Canada, Mexico and the USA around 
a range of community concerns about NAFTA, 
including industry policy, social and public sector 
policy, health and safety and environmental standards 
and labour standards. 

Pressure from unions and community 
organisations succeeded in getting a side agreement on 
labour standards attached to NAFTA. As described 
above, this is not very effective but it is an important 
precedent in linking labour standards to trade 
agreements. 

Unions in Mexico have been campaigning with 
community organisations for broad community support 
for an alternative programme of economic development 
to the structural adjustment program and requirements 
of NAFTA. This includes local community education 
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sessions and collection of signatures for a petition 
supporting the alternative programme. In 1995, half a 
million signatures were collected and the campaign 
continued into 1996. 

APEC: Unions in the Asia Pacific region met in 
September 1995 before the November 1995 Osaka 
APEC leaders’ meeting and called for APEC to develop 
social and human rights agendas with the aim of 
reducing unemployment and poverty in the region. 
They called for the implementation of UN human rights 
and labour standards so that working people had the 
opportunity to improve their living standards as a result 
of economic growth in the region. They also called for 
trade union representation in APEC fora. 

The Fair Trade Forum, a forum of unions, 
environmental, social welfare, church and other 
organisations was formed in 1995 and has initiated 
dialogue and public discussion through seminars and 
other events. 

Options for unions 

GATT/MTO: Union research, critical analysis and 
education is required on economic and trade issues, 
situating them in the context of the neo-liberal 
offensive and democratic alternatives. 

Unions should become informed about what 
aspects of GATT have been ratified by governments, 
whether ratificatton is subject to public or 
parliamentary debate, and campaign about them. 

It is possible for governments not to sign some 
aspects or to place conditions or exemptions on signing. 
For example, Australia has not yet signed the 
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government procurement provisions of GATT and there 
are arguments against it, since it could open to 
challenge some aspects of the governments’s Australian 
purchasing policy which is designed to encourage the 
development of Australian firms. Many countries have 
listed only a narrow range of services for inclusion of 
the trade in services clauses and have kept government 
services exempt. Unions should be aware of and 
campaign on national competition policy issues. These 
issues will also be important for the next round of 
negotiations under the WTO. 

Unmions can find out whether studies have been 
done of the impact of GATT on particular sectors in the 
economy. If not, unions can initiate them or lobby for 
them to be done. These studies should include 
unemployment effects, which are often left out of trade 
related economic modelling. If such studies have been 
done, unions can initiate public debate and discussion 
about their effects and measures needed to compensate 
for negative effects on employment, prices or other 
issues in particular sectors. 

Regional agreements: Activities and issues for 
unions to raise include: 

° Research, critical analysis and education on 
economic and trade issues, stimulating them in 
the context of the neo-liberal offensive and 
democratic alternatives; 

* sectoral or regional studies of employment 
impacts of particular proposals; 

° opening of processes to include representatives of 
unions and other non-government organisations; 
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ratification of any agreements being subject to 
democratic processes and full public debate in 
each country; 

inclusion of UN/ ILO standards on human rights 
and labour rights as a social clause in agreements; 
inclusion of UN environmental standards in 
agreements; 

inclusion of codes of conduct for TNC investment 
and direct negotiation of codes of conduct 
between unions and TNCs; 

given the wide discrepancies in levels of 
economic development amongst countries, the 
establishment of funds similar to the European 
Community Adjustment Fund, which is available 
to compensate for unemployment and other 
adjustment effects resulting from agreements. 
Such funds could also be used to assist in upward 
harmonisation of environmental, health and 
safety and other standards; 

Trading agreement provisions to ensure that 
governments retain policy control and national! 
sovereignty in areas like industry development, 
investment policy, public provision of essential 
services and regulation in the public. interest. 
Abandoning these policies to market forces could 
be disastrous for living standards and for 
development; 

Unions, where possible, forming coalitions or 
working cooperatively with community 
organisations on these issues. This has occurred 
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in the US, Canada Mexico and Australia as 
described above. 
National Competition Policy in Australia 

National Competition Policy (NCP)in Australia 
exposes areas of former public utility provision in 
water, electricity and public transport to competition 
and privatisation. The legislation was strongly 
supported by the Business Council of Australia (BCA) 
and conservative economists on the grounds that it 
would lower prices of inputs for business. It was 
strongly criticised by unions and community 
organisations, who argued it would mean higher prices 
and worse services for most consumers. They 
succeeded in getting some amendments which are 
intended to protect public interest and equity. Both state 
and federal governments have passed complementary 
legislation, with substantial payments to the states from 
the commonwealth, conditional on implementation. 

NCP will mainly affect government business 
enterprises (GBEs) at state and Commonwealth levels, 
including water, electricity, gas and public transport. It 
will also affect Telstra and Australia Post which have 
complex regulatory frameworks which will come up for 
review under the legislation. It could also affect other 
government agencies such as Technical and Further 
Education, some of whose activities can be defined as 
business activities, if they are charging for services. 

All these orgamisations will face competition in all 
areas of service provision unless specifically exempted 
on public interest grounds. 

GBESs will also have to allow competitors access 


Digitized by srujanika@gmail.com 


[67] 
to their infrastructure, such as rail, pipelines and 
transmission wires. 

Competition will occur mainly in the profitable 
business end of the market, where prices are likely to 
fall. But it will mean full cost pricing for domestic and 
rural services and erosion of cross subsidies which are 
said to be inefficient. Cross subsidies now enable some 
domestic and rural consumers to pay prices which are 
less than the fun cost of the service. This will mean 
price rises for many non-business consumers. The 
Industry Commission Report, The Growth and Revenue 
Implications of the Hilmer Reforms, predicted that 
competition policy and consequent removal of cross 
subsidies in Australia would mean water prices for city 
residential consumers would rise by 20 %, electricity 
prices by 16% and passenger rail fares by 19%, while 
prices for business users of water, electricity and rail 
freight would fail. 

The legislation also commits the Commonwealth 
and states to a review of all legislation and regulation 
against the. test of whether it restricts business 
competition and to achieve more national consistency. 
This could present opportunities for watering down of 
public interest legislation in areas like the environment, 
anti discrimination, equal employment opportunities 
and health and safety, in the name of reducing anti 
competitive burdens on business or achieving national 
consistency. 

Glossary of GATT terms 
° GATT: The General Agreement on Tariffs and 
Trade is a treaty between 115 governments 
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accounting for 90 per cent of world trade, seeking 
to establish a set of rules of behaviour to regulate 
world trade. Negotiations first began in 1947 and 
were completed in 1993. By attempting to provide 
a universal, rules-based trading system with non- 
discrimination as it cardinal principle, GATT tries 
to ensure that anarchy in trade relations is avoided 
and solutions to trade problems are sought in an 
ordered way. 
GATT ROUNDS: Since GATT was established 
in 1947, there have been eight “‘rounds” or cycles 
of trade negotiations resulting in trade 
agreements. The last round was the Uruguay 
Round, completed in December 1993. 
CAIRNS GROUP: An alliance of agncultural 
trading nations, led by Australia, which sought to 
have the issue of agricultural subsidies and their 
‘distortion of world markets addressed by GATT. 
WORLD TRADE ORGANISATION: The 
WTO replaced GATT as the forum for future 
trade negotiations and for settling disputes 
concerning international trade in early 1995. 
Unlike GATT, which relied on consensus between 
nations, the WTO is a very powerful organisation 
and is able to enforce trading agreements and to 
take retaliatory action against countries breaking 
these agreements. 
TARIFF: A duty or tax levied on goods taken 
from one country to another. By imposing a tariff 
or tax on imported goods, a country is able to 
protect its domestic industries. But reciprocal 
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tariffs imposed by trading partners then- make it 
difficult for that country to export its products. 
TRIMS: Under GATT, Trade Related Investment 
Measures (TRIMS) regulates trade on finance and 
foreign investment. 

TRIPS: Under GATT, Trade Related Intellectual 
Property Rughts (TRIPS) will provide a system of 
international protection for a range of intellectual 
property, including patient, copyrights, trade 
marks, industrial designs, etc. TRIPS will prevent 
piracy and counterfeiting of creative material 
produced by artists, authors, musicians, 
designers, etc. However it could also prevent 
developing countries producing their own cheap, 
affordable medicine, and could force them to rely 
on expensive, imported Western “brand names”. 
TRADE AND ENVIRONMENT : One of the 
first duties of the WTO will be to examine the 
impact of global trade on environmental issues. 
Companies unconcerned by environmental 
legislation, and so receiving an indirect subsidy, 
have an unfair advantage over companies which 
observe reasonable environmental standards. This 
will put pressure on all countries to lower 
environmental standards so their companies do 
not lose a competitive edge. 

TRADE AND A “SOCIAL CHARTER”: A 
“Social Charter of Workers’ Rights” 1s also a 
crucial issue for the WTO to tackle. When a 
company or country represses workers’ basic 
rights to a just wage, reasonable conditions and 
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a safe workplace they then have an unfair trading 
advantage over companies and countries which 
observe fair labour standards. This puts pressure 
on all companies to lower labour standards so as 
to be able to compete internationally. Such a 
social charter is opposed by some governments 
and companies in developing countries who claim 
it is a hidden form of protectionism by developed 
economies. A social charter, however, is strongly 
supported by workers and their unions in 
developing countries as one of the best ways to 
achieve basic workers’ rights. 


HOU 
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THE WTO AND THE GATS-WHAT IS 
AT STAKE FOR PUBLIC HEALTH 


INTRODUCTION 

At the Ministerial Conference in Seattle, USA, in 
November 1999, the World Trade Organization (WTO) 
will consider how to relaunch negotiations on trade in 
services in the General. Agreement on Trade and 
Services (GATS). Trade in health services has been 
discussed since 1994 and there is every indication that 
in the next year this process will accelerate. The WTO 
says that countries should reconsider the “depth and 
breadth of their commitments” on health and social 
services, which are currently "trailing behind other 
sectors”. The health industry, already battered by cost 
control and commercialisation measures, iS in for a 
shake-up. 

For these last two sets of reasons, it is very 
important for the health workers and public sector trade 
unions to understand the issues raised in this booklet 
and to act on the suggestions for action outlined at the 
end. 

While much in this booklet is aimed at the 
deadline for the Seattle WTO Minmustenal, it is clear that 
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governments’ commitments in health services in GATS 
will continue to develop and therefore monitoring the 
GATS will be an on-going task for unions. 

The stated overriding objective of the WTO is to 
ensure that international trade flows as “smoothly, 
predictably and freely as possible” In so doing, tow 
WTO hopes to “improve the welfare of the peoples of 
its member countries". 

However, the objectives of the WTO do not 
include the promotion of social equity, the protection 
of national cover eignty nor the improvement of health 
services and health outcomes for the peoples of its 
member countnes. 

The objectives of the WTO do not include the 
improvement of working conditions for health workers. 
Nor does the WTO promote better job security and 
involvement in social partnerships for health workers 
and the organizations they are part of. 

WTO rules and agreements are now sharply 
focused on trade in the health sector. The inevitable 
liberalisation of international trade in health services 
will bring with it big challenges for health unions. 
Some of these issues and challenges are outlined in this 
booklet. 

Over the past 20 years, the dominant international 
agreement in relation to health has been the World 
Health Organization’s (WHO) Health for All by the 
Year 2000 strategy. This strategy emphasises the 
importance of health as part of social justice. It 
promotes a focus on primary health care as a means 
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of securing real improvements especially in poor 
countries, but also applies to industrialised nations as 
well. 

However the 2000 strategy has been undermined 
by more selective approaches promoted by 
organizations which do not have a main function in 
health policy. The WTO focus on the health industry 
is part of a trend: increasingly organizations that have 
not previously been involved in the sector, such as the 
World Bank and USAID are having more and more 
influence on it. The direction of that influence is 
consistent, irrespective of the nature of the institution. 
The likely end results mean less national control, more 
targeting of health services, increased denial of 
universal access and more private sector profit. 

This paper, after analysing all of the above issues, 
proposes a number of implications for trade union 
action. 

From the GATT to the WTO 

One of the key dimensions of economic 
globalisation is no doubt the huge expansion of 
international trade. The latter has indeed increased 
tenfold since 1945, particularly as a result of the trend 
towards trade liberalisation. In 1997, the value of 
global trade reached US$5.47 tnllion. However, 
economies have developed in such a way that today the 
provision of non governmental services amounts to 
USS$I.2 trillion, representing over 60 % of the GDP 
of industrialised countries and 50 % of that of 
developing countnes. Although its development began 
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at a later stage, global trade in services has also 
experienced an unprecedented boom. In 1997, it 
amounted to US$1.295 trillion, equivalent to about 
one-fourth of the overall figure for global trade in 
goods. It is set to grow rapidly, particularly as a result 
of the emergence of large free-trade areas and the swift 
development of new communication and information 
technologies. 

For almost fifty years, the task of monitoring and 
regulating international trade was fulfilled by a 
permanent negotiating forum. The General Agreement 
on Tanffs and Trade (GATT), under which member 
states had the status of contracting parties, had a 
twofold role. It was both a permanent forum for 
negotiations and an international agreement, that is, the 
document laying down the rules for the conduct of 
international trade. 

In 1995, GATT was replaced by the WTO, an 
international organization which currently groups 135 
member countnes. Specifically, the WTO is 
responsible for the implementation of the agreements 
reached during the last GATT Round (the so called 
Uruguay Round) and signed in Marrakech in Apnil 
1994. The Uruguay Round was the most important 
trade negotiation in the history of humankind. 
However, whereas the GATT for a long time only 
governed trade in goods, the WTO Agreements are 
‘now also applicable to investments, services and 
intellectual property rights. 

As the sole international body mandated to 
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establish the nods governing trade between countries, 
the WTO is set to broaden the scope of its action in 
the future. In this respective WTO Agreements play 
central role because they are the basic regulatory 
framework for international trade and the development 
of trade policies. 

The agreements have three main objectives: 

° Promoting trade liberalisation as much as 
possible; 
* Progressively increasing this liberalisation 
through negotiations and 
+< establishing mechanisms for the settlement of 
disputes. 
The General Agreement on Trade in Services (GATS) 

International trade in goods is a relatively simple 
notion since it concerns the exchange of matenal 
goods. A given product is transported from one country 
to another where it is sold. On the other hand, trade 
in services - because of the latter’s non-physical nature 
- is a much more varied phenomenon and the ways it 
is described and expressed are more complex. For 
example, airline companies, telephone companies, 
banks and accounting firms provide and export their 
services in very different ways. 

The General Agreement on Trade in Services 
was, in, 1994, the first multilateral agreement to be 
conducted on trade in-services as a whole. Because 
services account for almost two thirds of the activities 
carried out in the industnalised economies; it was 
inevitable that the GATT and its successor, the WTO, 
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should one day tackle this area as one of their major 
concerns. This is reinforced by increasingly strong 
pressure from TNCs that wish to sell their products 
more freely on the world market. TNCs specialising in 
the provision of services include those in finance, 
telecommunications, education and transport as well as 
health. In the first place, the United States took the 
initiative in the course of the Uruguay Round, to 
transpose the provisions of thé GATT, which already 
governed trade in goods, by proposing the opening into 
the area of services as a whole. However, the European 
Union and a number of developing countnes advocated 
a much more gradual liberalisation process. The result 
was an agreement more limited in scope. 

Nevertheless, the two basic principles underlying 
the GATT (goods) were preserved and adapted in the 
GATS (services). The two principles in question are 
those of the most favoured nation and mational 
treatment. The first of these requires any GATS 
member country which grants favourable treatment to 
another country as regards the import or export of 
services to grant the same treatment to all other GATS 
signatories. The national treatment principle stipulates 
that foreign companies which are present in the market 
of a given country must benefit from treatment at least 
as favourable as the national companies operating in 
that same market. 

The GATS therefore implies a commitment to 
liberalise services on an ongoing basis through periodic 
negotiations. At the global level, it is the first 
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multilateral agreement on investment, since it covers 
not only cross-border trade, but all passbook means of 
supplying a service. This includes the right to establish 
a commercial presence on the export market. The 
service is thus supplied by a foreign company operating 
in a host country. Hence it is supplied through 
investments abroad. 
Four forms of international 
trade in health services 

According to the WTO there are four forms of 
international trade in health services: 

Mode I: Cross-border supply 

This occurs where the supplier of a medical 
service in one country makes the service available to 
people in another. For example, the WHO and WTO 
point to telemedical services between US companies 
and several Arab Gulf states, telediagnostic services 
supplied by Chinese doctors in China to people in 
several Asian countries, and Mexico’s supply of 
diagnostic services on samples sent from other Central 
American countries. Cross-border supply is likely to 
increase significantly with advances in 
telecommunication and in particular through the 
Internet. 

Mode 2: Consumption abroad 

This occurs when patients actually travel from 
one country to another to obtain treatment. The 
treatment may be higher quality, faster, chaper or 
simply not obtainable in the patient's country. This 
includes the practise of people from rich countnies 
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seeking exotic therapies in poorer countries. India and 
Cuba are two countries cited by the WTO as having 
considerable price advantages in common procedures 
in this category. In some cases, foreign tourists may fall 
ill and seek treatment while in another country. Foreign 
tourists - whether there by accident or design - who 
were treated in the US in 1996 accounted for $872 
million in ‘exports’. $550 million was imported in 
converse circumstances. 
Mode 3: Commercial presence or 
“establishment trade” 

This means the provision of health services on a 
commercial" basis by foreign-owned health care 
providers or health TNCs. According to the WTO, US- 
based companies operating in other countries 
“exported” $469 million in health services in this 
mode, while foreign companies operating in the US 
sold $1.8 billion in services in 1995. There is also 
evidence of regional networks being built by suppliers 
in Asia for example, a Singapore based group, 
Parkway, now owns 11 hospitals and most of a dental 
surgery chain that operates throughout South East Asia. 

Mode 4: Provision of health 
services by foreign people 

A fourth mode includes the provision of health 
services by foreign people (“individual persons”) in 
another country. This is, in effect, the movement of 
people supplying health services, such as doctors and 
nurses. It includes the temporary employment of health 
professionals as is common in the Arab Gulf states. 
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However, it is also part of the overall issue of the 
movement and migration of health professionals. This 
can impact severely on poor countnes with low wages 
and poor working conditions where such skills are 
already in short supply. On the other hand it can also 
bring about relief in countnes with insufficient health 
staff and which are unable or unwilling to supply skills 
from the domestic labour market. The countries which 
are the losers of skills are those at the bottom of the 
wealth scale. Health professionals will go whore the 
money is. 
Commitments already made under GATS 

Under WTO rules and agreements, countnes 
make various “commitments” when they sign on to an 
agreement. In other words, they say they will or will 
not do specific things (such as allowing foreign doctors 
to open a clinic) either now or in the future. 

When analysing the picture of commuting 
already made under GATS by WTO member countnies, 
it 1s important to note that the overriding trend is for 
a progressive liberalisation of policies affecting trade 
in that sector. In other words, future negotiations will 
result in the repeal of policies affecting trade barners 
in the services for which the commitments are made. 
The member countries have signed up for the beginning 
of such a process. The end is not yet in sight. 

A total of 59 countries (nearly half the WTO 
membership) have included one or more aspects of 
health services their GATS schedule of specific 
commitments (UNCTAD/WHO,1998). 


Digitized by srujanika@gmail.com 


[ 80 ] 
Pressures on the health sector 

Since the Health for All by the Year 2000 strategy 
was announced by the WHO in 1979, there have been 
vast changes to the health sector throughout the world. 
Often the changes were coincidental to the strategy, 
linked to it solely through economics and ideology. 
Everyone working in the industry in the last 20 years 
will be familiar with some of the developments in 
health sector policies. 

There has been an overall general increase in 
spending on health-related services. In OECD 
countries an average of about 8 % of GDP was spent 
on health in 1992, compared with around 5 % of GDP 
in 1970. Poor countnies tend to spend less on health 
(less than 3 % of GDP in 1990-95 Sub-Saharan Africa 
Jor example), but spending has also increased there 
over the last twenty years. 

The main factors associated with rising costs are 
as follows. 

e Ageing populations, especially in rich counties, 
contribute to higher costs due to the increased 
prevalence of conditions needing treatment. 
People aged over 65 are 4 !times as expensive in 
health costs than are lower age groups; 

° new disease epidemics such as HIV/AIDS are 
iricreasing and are expensive to treat; 

. universal insurance schemes are now more 
widespread. All OECD countries except the US 
have universal basic health care cover. As a result, 
people tend to regard health services as a basic 
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right without reference to costs. 

°. the prevalence of insurance schemes providing 
nearly full cover means that there is little 
incentive for patients to consider the cost of 
treatment; 

e new medical technology is often more expensive 
than the systems it replaces, yet because it is 
available people expect to have access to it; 

e increased specialisatton by some thealth 
professionals implies longer training time and 
higher costs; 

e health care planning can be inadequate to deal 
with changed patterns in demand. As a result 
health facilities such as hospitals may have excess 
capacity in some areas and under capacity in 
others; 

° decisions by doctors may waste resources 
through over-servicing or uinappropnate 
treatments. This waste may be as high as 30 to 
60% of spending according to an OECD 1996 
report. 

At the same time, revenues available to the public 
sector have been falling. Some of the factors 
associated with this are: 

e ageing populations in rich countries have resulted 
in relatively fewer people in the paid workforce, 
which has reduced taxation revenues; 

° in some countnies, such as France and Germany, 
unemployment levels have remained high, which 
not only reduces tax revenues but also increases 


Digitized by srujanika@gmail.com 


[82] 

the drain on revenue through unemployment 

insurance payments. In many Asian economies, 

the 1997 financial crisis severely increased 
unemployment and cut economic growth. 

e there are more opportunities for the rich in many 
countries to hide their wealth through legal 
loopholes or overseas and thus avoid personal 
taxation. TNCs also structure their accounts in 
such a way as to avoid national taxes; 

° there has been global financial pressure for 
countries to reduce taxation levels to a minimum 
base so as to attract and retain investment; 

° there has been an ideological shift to neo-liberal 
economics. Resulting budget cuts imply smaller 
public sectors. 

As a result of these factors, there has been an 
increasing emphasis on measures aimed at increasing 
efficiency. This means maximising output while 
minimising inputs. Partly driven by ideology and partly 
by pure economic pressures, these measures have 
included commercialisation, privatisation and 
limitations on universal access to some services. 

The health sector has been subject to the theory 
of managed competition. This trend has been lead by 
the OECD and also by the increasingly important 
actions of the IMF and the World Bank in developing 
economies. The theory is that the discipline of the 
market will act to contain cost pressures through 
competition, while more efficiently delivering services 
according to consumer demand. The role of the public 
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sector is claimed to be that of only setting the 
parameters for that competition. Under the new 
philosophy, commercialised or private providers are to 
be given rights to operate in the new more open health 
industry. 

At the same time access to some services has been 
restricted to those who can afford it, while there has 
been increasing use of copayment arrangements 
whereby individuals have to pay directly some of the 
costs of their health care in an increasingly privatised 
health sector. This has meant reductions in the size of 
the public sector health workforce, redundancies and 
wholesale transfers to the private sector. 

This shift to a privatised health service has an 
impact on trade union strength. In the private sector, 
umionisation rates are lower. Wages and conditions - 
especially in relation to causational of employment and 
lack of job security - tend to be worse, especially at 
the lower skill levels of the workforce. 

Issues associated with trade 
liberalisation in health 

Many of the issues associated with trade 
liberalisation in the health sector are already familiar 
to unions that have experienced the effects of cost- 
containment and economic liberalisation programmes 
over the past decade. Others are more complex and less 
clear. The overall issue arises from the increasing 
influence of outside interests on national and 
international health policy. For unions, the question is 
how to minimise the adverse effects of trade 
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liberalisation on national working conditions and 
employment, while at the same time promoting better 
health outcomes for all. The specific issues include: 
Loss of national sovereignty 

The WTO takes some pains to point out that 
agreements reached in negotiation are those 
agreements voluntarily made by sovereign national 
governments. Therefore, it asserts, there is no question 
of the WTO dictating to individual nations. However 
this is not the whole story. It is possible for nations to 
enter into trade liberalisation agreements which have 
unforeseen consequences. Because the whole purpose 
of the GATS is to promote international trade, it does 
not focus on other issues. such as equity and fairness 
for consumers of health services nor on labour 
considerations of those supplying the service. A recent 
example of this is an attempt by the Canadian 
government to promote cheaper medicines by 
encouraging the prescription of drugs by non- 
commercial (generic) names rather than by brand. 
Under the North Amenican Free Trade Agreement 
(NAFTA), a non-Canadian pharmaceutical firm 
successfully threatened legal action against Canada for 
potential loss of market share and profit in relation to 
its established drug brands. As a result the government 
backed down and consumers continue to be prescribed 
more expensive medicines. 

Trade more important than health ! 

The role of the WHO in setting health policy has 

been under threat /or some time. Because there is so 
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much money potentially involved, the dominance of 
trade issues over health issues will probably 
strengthen. According to GASPP, at the 1986 WHO 
World Health Assembly there was stronghold to the 
notion that the WHO should be involved in efforts to 
regulate private industry in the health field. Specific 
issues included baby food products, pharmaceuticals, 
tobacco and alcohol. In fact the US has withheld its 
contributions to the WHO budget because it 
disapproved of WHO policies in favour of breast 
feeding as opposed to infant formula. The focus of 
pharmaceutical policy is now not in relation to health, 
but rather on industry-related issues such as technical 
barriers to trade and industry “self-regulation”. A 
recent WHO/UNCTAD book “International Trade in 
Health Services” paints a rosy picture of current and 
potential trade in health services, yet devotes only a 
few passing references to how such trade might 
improve overall health outcomes. The European Union 
made a decision in 1998 that no prionity should be 
given to health over intellectual property 
considerations, in particular where their is no 
evidence of conflict. To the EU, trade is certainly more 
important than health. 
Extended private influence 
on international health policies 

The extent of privatisation is now being 
determined by those organizations that have a direct 
profit interest in the health outcomes. The lack of 
funding for UN agencies, such as the WHO in the past 
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decade or so, has meant that there is a real threat to 
their integrity. In 1998 the WHO Executive Board 
proposed a resolution promoting public health over 
commercial interests. As a result of industry lobbying, 
the resolution was rejected by the World Health 
Assembly and returned to the Executive Board. The 
WHO has recently stated.that it wants to enter into 
more co-operative arrangements with industry in the 
health sector, especially in research and development 
programmes. Large TNCs such as Nestle already send 
more delegates to international WHO forums on 
standards than most governments. According to an 
NGO study, 81% of non government delegations in 
committee meetings setting world food standards 
between 1989-91 were industry representatives Pfizer, 
the pharmaceutical TNC, has more staff in its 
marketing department than there are in the whole of the 
WHO (Financial Times 1997) 
Extended privatisation 

Increased privatisation 1s a logical result of the in- 
creasing influence of private industry on international 
health policy. Whilst significant privatisation and com- 
mercialisation programmes have already been carried 
out in most countnes in the health industry, this is only 
the beginning. The very size of the industry makes it an 
attractive target for profit. Whilst the private sector has 
direct influence on this, there is also indirect pressure 
from international financial institutions to privatise or 
commercialise the health industry, especially in 
counttries dependent on their loans. The WTO itself 
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acknowledges the dangers in this: “... private health in- 
surers competing for members may engage in some form 
of cream skimming”. Private clinics may well be able to 
attract qualified staff from public hospital without of- 
fering the same range of services to the same popula- 
tion groups..." (WTO Secretanat, September 18 1998). 
According to the New York Times Service ( June 17 
1999), there has been a dramatic increase in privatised 
domestic and US (foreign) involvement in Latin Ameri- 
can health insurance and managed, care arrangements. 
TNCs such as Aetna International, Cigna International 
and the American International Group now have over 5 
million members in 7 Latin American countries. 

Increased trageting of health services 

There are two sorts of health service targeting. 
One is the targeting driven by the need to maximise 
effectiveness and efficiency. For example services may 
be set up to deliver preventative services to groups of 
people known to be at high risk of particular diseases. 
This can be considerably more effective and efficient 
than delivering preventative services to an entire 
population, many of whom may not be at risk. The 
other sort of targeting is driven by the decline of 
universal public health care that is, the provision of 
free or low price services is increasingly restricted to 
a narrow group of people defined by their relative 
poverty. In this sort of targeting, the majority of the 
population is not eligible for free or low price service 
but instead must pay more of the total cost. The cost 
of course will increasingly include the profit margin 
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of the private supplier, as privatisation is extended 
under trade liberalisation agreements. For the affluent, 
services are often better than those provided by a 
universal system, which only decreases their incentives 
to support continued funding for a public health 
service. 
Increased use of Telemedicine 

Just as globalisation itself is not possible without 
the rapid changes in telecommunications technology, 
the advance of cross-border trade in the health sector 
1s also dependent on this technology. Health services 
are particularly information intensive. Many health 
issues epidemics being the most obvious do not respect 
national political boundaries. Already countries such 
as the US, Australia, Norway, Japan and Canada are 
making extensive use of telecommunications for 
medical education, diagnosis and treatment Japan for 
example already has telemedical links between its 
hospitals and health care sites in Cambodia, Fiji, Papua 
New Guinea and Thailand. There are routine 
telemedical links between hospitals in the US and 
Saudi Arabia, through a purely commercial provider, 
World Care. The UNCTAD describes this area of trade 
as "Poised to take off ’as soon as governance-related 
issues are resolved. The particular issues associated 
with this change include: the elimination of the 
traditional face-to-face doctor-patient relationship; the 
ethical-legal consideration of services operating 
outside of national boundaries; and especially equity 
of access for people without access to 
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telecommunications or without insurance to pay for the 
increasingly commercialised services. Inaddition, as 
telemedicine becomes more extensive, the nature of the 
work and hence the labour intensity of health service 
will change. If actual physical presence is not 
necessary, then many health support occupations, e.g. 
cleaning, catering, clerical and administrative 
functions, are no longer necessary can be minimised. 
As telemedicine alleviates skill shortages, it will 
become a factor for employers to pressure employees 
to accept lower wages. 

Reduction of health quality standards 

This is a highly contentious issue. The fourth 
mode of commitments especially temporary 
employment in foreign countries - is particularly 
affected, as well as actual permananent migration of 
health professionals. Liberalisation in these areas will 
require harmonisation of standards of qualifications on 
a global level. In harmonisation exercises there is an 
automatic tendency to align qualification levels with 
minimum standard applying to the widest range of 
countries. To align levels with maximum standards 
invites difficulties and objections from the bulk of 
countries which do not meet those standards. This 
means that there may be a new downwards levelling 
force in many countnes which now enjoy high 
standards of medical training and qualification. 
Further, in cases of consumption abroad there is a 
tendency for poorer countries to use their comparative 
advantage in price and sometimes language to attract 
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consumers from richer countnes. In so doing they risk 
denying access ‘to local consumers. This has been 
booming for some time in Northern Mexico where 
health services are increasingly deceased by Hispanic 
US citizens seeking a cheaper, Spanish language 
service. If, as is likely, the health professionals most 
engaged in this profitable trade are the beter qualified 
ones, it follows that there must be a reduction of 
standards applying to local patients. It can be argued 
that telecommunications, particularly as far as medical 
education is concerned, can mean a counter trend of 
better access to expert and infatuation. However the 
points remain that harmonisation of qualification 
standards to meet freer trade requirements and 
increasing consumption abroad may well result in both 
a levelling and lessening of available skills-and hence 
of quality of service. 
Loss of job security 

Health workers around the world especially aware 
of this result of cost-containment and economic ideol- 
ogy in the health sector. As market forces rather than 
public policy increasingly dominate the health sector, 
there are more redundancies, more casual jobs which 
were once panelling more contracting out of parts of 
services, and more labour cost reduction by firms in the 
market. Whilst this tends to more severely affect work- 
ers at lower skill levels where there is a greater labour 
supply, it also affects health professionals, specially 
nurses working in institutions such as private hospitals 
and aged care facilities. 
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Reduction of democratic decision-making 

The commitments made by the 135 member 
countries of the WTO are in effect commitments that 
bind both present and future national governments. 
They also undermine democratically elected sub- 
national levels of government. As such they can 
significantly reduce the policy options available to 
governments now and in the future. The commitments 
made to date already mean that the countries concerned 
will go further in the direction of liberalisation and 
opening their markets to foreign competition in the 
four modes described. The fact that the commitments 
have been entered into at an international forum such 
as the WTO and yet circumscribe future national 
policies means that the decision-making is remote from 
the constituency, both geographically and temporally. 
National policies are as a result less transparent and 
less subject to democratic scrutiny. According to 
GASPP, there is now a lack of awareness of trade- 
related issues within the health sector. It is critical that 
national level commutments to social equity in health 
do not become interpreted as soft, compared to the hard 
rules of international trade commitments. 

Reduction of working conditions 

Except for the few highly skilled, highly 
specialised health professionals, experience around the 
world so far suggests that working conditions for most 
other people employed in the health industry will 
decline as a result of trade liberalisation. There are 
several reasons for this. One factor is that a big 
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motivation for the US in driving trade liberalisation in 
health is the incentive to cut costs because its health 
spending is now the highest in the world (13.5 % of 
GDP versus around 8 % of GDP for other OECD 
countries, according to the World Bank). According to 
the WTO and the OECD, much of the reason for this 
is “unusually high input prices” (WTO Secretaniat 
1998). Much of the higher cost in the US system is a 
result of the much higher- administrative burden 
resulting from the competing private agencies - 
although some of the US spending dilemma results 
from relatively high labour costs. Another factor 
driving liberalisation is that freer trade will allow easier 
access for health workers from cheaper countries to 
work in higher paying countries and will more easily 
overcome skill shortages. 

While this is generally desirable, an increased 
labour supply in the richer countries must slow 
improvements in pay and working conditions there, 
while reduced supply in the losing countries risks more 
overworked and higher ratios of patients ‘to staff. A 
third factor is that privatisation brings with it a view 
of labour as a cost, rather than an investment in skills. 
Labour costs - especially of those ‘most vulnerable - 
will be reduced by employing fewer people and by 
increased casualisation. In both ways working 
conditions are made more difficult. Lastly, in 
consumption abroad, one significant competitive 
advantage that poor countries have is cost of health 
services, because working conditions are poorer. The 


Digitized by srujanika@gmail.com 


[ 93 ] 
higher the degree of such consumption by patients from 
wealthier nations, the greater are downward pressures 
on conditions for employees who do not migrate. 
Access disparity 

TNCs are particularly interested in countries with 
an affluent elite willing to pay for private health 
services. There has already been considerable 
expansion in private health care in Latin America as 
noted by the Economust and the New York Times 
Service (1999). GASPP quotes heavy criticism over the 
marketing of managed care in Latin America and of the 
support for it by the World Bank and IMF The 
continuing encroachment of TNCs in such areas can 
only increase disparity of access to health services 
between population segments. The elite will be able to 
access private TNC-controlled care; the rest will have 
to make do with the shrinking public system in rural 
areas the disparity is worsened: private companies tend 
not to operate there at all. They are content to have 
creamed off the low-risk elite in the cities, leaving a 
degraded public system to cope with the rest. 

Increased mobility of health professionals 

As qualification standards are harmonised and 
immigration :; restrictions are relaxed to promote trade 
liberalisation, those health professionals with skills in 
demand are likely to increase their movement to 
countries offering better remuneration and conditions. 
There is already considerable mobility amongst health 
professionals, especially from developing to industry 
alised countries. India for example exports large 
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numbers of doctors seeking better remuneration. 
Nurses are highly mobile for both temporary (contract) 
jobs and for more permanent positions involving actual 
immigration. A significant example of this is Filipino 
nurses migrating to the US. Regional trade agreements 
arc probably the next step in aligning competency 
standards amongst similar countries to enable 
improved mobility. Increased mobility can have 
negative consequences for developing countnies 
already subject to a “skill drain" In Jamaica, for 
example, over 50 % of nursing positions are unfilled 
as a result of migration of its nurses to North America 
(WTO 1995). The resulting oversupply of labour can 
also act to suppress improvements to pay and 
conditions of work in receiving countnies. 
“Cream skimming” 

This is a general phenomenon of privatisation and 
one that, has been encouraged by the World Bank. 
Private insurance companies, including several US- 
based TNCs, are now operating in Latin America. The 
Director of the Harvard School of Public Health, 
Professor William Hsiao, has said of this that ‘‘the 
insurance companies lake the cream off the ‘top... by 
selecting the best risks... predominantly young and 
healthy members... they do not operate in the 
countryside where health services have always been 
sparse...” (New York Times Service 17 June 1999). The 
purpose of this behaviour is of course to maximise 
profits. Its effect, however, is to put an increasing and 
disproportionate cost burden on the public health 
system which is left with those people who cannot 
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afford private care, either because of poverty, chronic 

illness or both. The overburdened public system then 

becomes a further incentive for middle class people to 
seek private access, and access disparity is worsened. 

All of these issues are closely inter-related. Their 
common thread is trade liberalisation. Many of them 
are not mentioned at all by the WTO paper on health 

and social services or, if mentioned are covered in a 

cursory manner. They must be addressed in future trade 

negotiations at the WTO in the interests of all who are 
involved in the health sector, in sending an receiving 
countries alike. 
Recommended Actions for Unions 
The above issues explain the need for urgent 
action by trade. unions not only to impact on the 
negotiations at the WTO Ministerial Conference in 

November 1999, but also to keep up constant pressure 

on governments. 

. Try to get at least one trade union representative 
onto your government’s national delegation to the 
WTO - something which has been possible for 
several countries at the last two WTO Ministerial 
Conferences. Lobby your national government- 
especially the ministers’ for trade and health. 
Network with non-government organizations 
(NGOs) operating in the health sector which have 
a common interest with trade unions. 

Raise the issues with national trade union centres 
for co-ordination and representation. 
Insist on adherence to ILO core labour standards 
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in your country. 
In the longer term, enter social dialogue on the 
issues with your government and organizations 
representing significant community sectors in 


your country. 
Raise these matters as public issues as part of a 


‘Quality Care’ campaign in your country. 


oOo 
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